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TRAINING FOR A CAREER IN 
ADMINISTRATION 
JOHN DESMOND GLOVER 


iDigest of an address delivered at the University of Western Ontario, October 5, 
1946, before the Alumni Association of the Department of Business Association. 
DMINISTRATIVE genius—that is the ability to get things done 
through an organization—is among a nation’s most precious 
resources. This is true, whether we are talking about a country which 
is organized under free enterprise, Socialism or Communism. Lacking 
a flair for organizing human co-operation, a country will remain barren 
and sterile, though nature may have given it great wealth in materials, 
climate, and sources of power. The ability to lead, to manage, to get 
men to work together, is one human ability which is easily interchange- 
able from one calling to another as the need requires. This we have 
seen in the recent war. Men with managing experience in business and 
government were able to make themselves immediately useful in the 
armed forces. Men from the schools, from unions, from business, could 
quickly turn their leadership skills to good account in the new govern- 
ment offices set up to run a total war. In peace, men with administrative 
know-how pass from government to business; from business to farmers’ 
and consumers’ co-operatives. Such men can organize disaster relief 
work and Community Fund drives. It is one of the big jobs of the 
universities—it is the job of the business schools—to build up the 
world’s stock of these men. 
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There has been a huge outpouring of words which have tried to 
outline the skills and qualifications which a successful administrator 
must have. For the most part these specifications are so ambitious and 
exacting that one might be led to believe that only Supermen or 
archangels could be looked to to fill administrative positions. Short of 
perfection, there are many useful levels of attainment which make for 
the sort of man who can manage human activities with reasonable 
effectiveness. If we can establish what these levels might be we will 
better know what the job is to be done by the schools to increase the 
supply of managers who will run the nation’s economic affairs. I have 
found it useful to break down what I conceive to be administrative 
genius into five areas of accomplishment. 


The first of these areas is an amount of factual knowledge. In busi- 
ness, as in all other fields of human activity, there are many facts which 
it is useful for the administrator to know. Second, these are basic 
technical skills which are useful in all economic affairs. These basic 
skills include, for example, those of accounting and statistics. Third, 
some analytical ability—the discernment and evaluation of factors 
in complex systems of interrelationships—is an essential requirement 
in anyone charged with the management of economic and social 
activities. Fourth, administrative skill, skill in getting people to work 
harmoniously and effectively toward an objective, is a special skill 
involving all of the former qualities as well as a deep knowledge of the 
human being. Fifth, personal qualities are of outstanding importance 
in determining whether an individual is to rise to administrative 
positions of prominence and responsibility. This is a fact which 
practical men of affairs may consider too obvious to mention. 


In developing the first three of these qualifications, the universities 
have been partially successful, but as concerns the fostering of the 
last two, the universities and colleges have scarcely turned their hands. 
This short paper is written for the purpose of seeing most briefly what 
has been done and to catch a brief glimpse of what remains to be done 
in expanding the work of the schools in the cultivation of the qualifica- 
tions necessary for effective careers in management. 


The universities and business colleges have turned out students 
reasonably well equipped with factual knowledge. Typically, business 
colleges and universities have turned out men who are on the whole 
well informed as to the facts of, for example, the organization and 
operation of markets, the workings of financial institutions, and principal 
manufacturing and industrial processes and the basic laws of the land 
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governing economic affairs. Too often, however, it appears that 
students have accumulated facts for the sake of the facts themselves, 
and have little facility in evaluating, interpreting, correlating, and 
understanding the facts they have collected, or of understanding new 
facts which they will encounter in the future. 


The economics departments and business schools have also turned 
out students who have acquired at least the beginnings of mastery over 
the basic technical skills useful in economic affairs. They have been 
taught accounting, statistics, salesmanship, production-control, work- 
simplification and so on. It is quite right and proper that the schools 
have devoted attention to developing these basic skills, for no matter 
into what area a graduate goes to seek his career he must start close 
to the bottom of the organization, where he will first earn his way 
through the exercise of some of the technical skills which he has learned. 
Too large a portion of these men have acquired these skills with little 
recognition of their significance or their relationship to other skills 
being exercised in the organization, and with little awareness of the 
ultimate usefulness of.the products of these skills to the top admin- 
istrator. 


It is comparatively recently that graduates in the social sciences 
and business have had the opportunity to develop practical and concrete 
analytical ability. The curriculum in many schools—particularly the 
schools with a strong vocational flavor—is shockingly weak in this 
area. To be sure, there are courses in abstract logic, philosophy, and 
mathematics, but these can certainly not take the place of individual 
practice in analysing actual situations involving complex systems of 
interrelationships. It is imperative that the schools do more toward 
providing individual drill in determining the forces at work in complex 
systems of social and economic forces, and in the evaluation of the 
relative significance and the nature of the interdependence of these 
forces. There is no escaping the conclusion that this can be done only 
by the case method or the working out of practical and realistic 
assignments. 


The three types of qualifications thus far mentioned, knowledge of 
facts, basic skills and analytical ability, are not adequate preparation 
for a career in administration, useful as they may be. They are, to be 
sure, enough for the man or woman who is going to make a career 
as a practitioner of a technical skill, or as an analyst or a counselor. 
It is at this point that much of the training of our young people, even 
in the best schools, stops. 
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Administrative skill in its most simple terms can be described 
as getting people to work together harmoniously and effectively toward 
an objective. Many people, we have all seen, do seem to have ability 
of an intuitive nature in this direction. To some writers indeed, ability 
in this area has seemed to be an art, not capable of direct communication 
to students. However, there has been enough experience at a number 
of institutions—among them, the Harvard University Graduate School 
of Business Administration—to lead one to believe that at least the 
rudiments of administrative skill in fact can be cultivated in the 
classroom. This involves developing at least elementary knowledge in 
the area of human behaviour and motivation. 


The established courses in sociology, psychology, and even indeed 
psychoanalysis are on the whole not directly useful in the training of 
an administrator, although—as is true of any knowledge—knowledge in 
these areas has at least some small measure of positive value. On the 
other hand, the individuals with whom the administrator ordinarily works 
are not criminals, or primitive tribesmen, who are frequently the objects 
of study by sociologists. The people with whom the administrator ordi- 
narily deals are not dogs in a maze nor the objects of aptitude tests, fre- 
quently the objects of study by psychologists. Nor are these people 
usually suffering from deep and obscure complexes of the sort especially 
intriguing to psychoanalysts. They are just ordinary people, facing 
ordinary common problems, and equipped with ordinary intelligence. 


The administrator’s problem can be stated as being “how to get 
people to do what you want them to do, and have them so enjoy it that 
they will devote themselves to the utmost of their intelligence and 
capacity to the appointed task.” It would seem that the development 
of finesse in this area can come only through many exposures, if only 
at second hand, to concrete experience. Such ability cannot come through 
the study of generalizations. The administrator never administers 
generalizations. The administrator is always handling specific people 
in specific circumstances with fairly definite ends in view. It is through 
repeated attention to many particular circumstances and many actual 
situations involving a number of different types of people, that one can 
begin to acquire the beginning traces of skill in handling people. In 
this area and with this teaching technique, the Harvard Business School 
has made some pioneering attempts. Just how fruitful those attempts 
have been remains yet to be seen. The School is far from being sure 
that its courses in these areas are the definitive answer. On the other 
hand, the School is sure that it is moving in the direction where ultimate 
success will be found. This much can be said: the students who have 
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come through the course of study in the Elements of Administration 
in the first year program at the Harvard Business School do indicate 
capacity to analyze extremely complex systems of human and technical 
relationships and show equal facility in developing positive and useful 
programs of administrative action. 


Traditionally universities have given practically no attention at all 
to the conscious development of desirable personal qualities in their 
graduates. It is, of course, obvious that the universities do in fact turn 
out large numbers of people in whom undesirable personal qualities are 
at a minimum. But still and all, the spectacle of highly intelligent men, 
graduates of some of the best universities, indeed, who have been held 
back from advancing in their careers by undesirable persona! qualities, 
is far too frequent. Dean Robert D. Calkins of the School of Business, 
Columbia University, in a recent article in the Harvard Business Review? 
has listed a number of qualities which employers seek as they go about 
the country looking for promising young people in the universities. 
The schools must take heed of the fact that many of these qualities 
refer not at all to knowledge of facts, technical skill, nor analytical 
ability, nor even indeed directly to administrative capacity. Many of 
these qualities are related to intimate personal qualities of the individual, 
particularly with reference to appearance, mannerisms, and ability to 
establish easily effective social relationships. It does not at all belittle 
the worth of Dean Calkins’ article to point out that it demonstrates 
what is no more than common knowledge: that learning or traditional 
academic preparation is not, in itself, enough. The universities have 
been loath to concern themselves, however, with the personal qualities 
which Mr. Calkins’ article lists. This is possibly due to at least two 
sorts of reasons: first an unwillingness to face the reality that knowledge 
of facts, logic, and the ability to use logic—with which universities have 
primarily concerned themselves—are not the principal determinants 
of promising careers as defined by ability to rise within the ranks of 
organizations whether they be the church, business enterprise, govern- 
ment bureaus, or even the universities themselves. The second type 
of reason, probably associated with the first, is that it is “undignified” 
in some sense for a collegiate institution to concern itself with such 
mundane matters as attempting to supress undesirable personal qualities 
in individuals and to enhance the more acceptable. Indeed, in the United 
States, probably the only academic establishments which have given 
any great attention to the positive development of specified personal 
characteristics are military and naval service schools at West Point 
and Annapolis. In time, however, it is certain that the universities will 
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come to recognize openly what everybody knows—that turning out fine 
logical brains in an undesirable personality is almost as fruitless as 
turning out a fine motor car without wheels, or a fine watch without 
hands. 


In summary, the schools and universities have done something in 
the way of imparting to the students a knowledge of facts; yet there is 
progress to be made even in this field in developing within the students 
the ability.to interpret and evaluate facts. The schools have done a 
satisfactory job in the transmission of technical skills. But much of 
this has been of a narrow vocational sort, so that, while the graduates 
can practice these skills directly, they are not always able to see the 
significance of their work in terms of large perspective, or see the 
broad meaning of the results of their effort. In the field of analytical 
thought, something has been done. This is particularly true of the law 
schools, and the medical schools whose graduates, through the analysis 
of complex cases, have come to have keen analytical or diagnostic ability 
in their fields. Some few business schools have made use of concrete 
factual economic and business data as material with which to work in 
the development of power in the analysis of business problems. If 
administrative finesse is conceived of as entailing an understanding 
of the human being— its motivation, limitations, and capacities—the 
ability to comprehend complex interrelationships of techniques and 
objective data, and the power to see, and take, an effective course of 
action involving all these elements—if administrative genius is so 
conceived, then the schools must be judged very backward in the 
cultivation of this attainment. But significant experiments are currently 
being carried out now that the need for the development of this capacity 
has been seen. As to the development of effective personality, the schools 
have not even claimed this as a proper concern of theirs. In time, how- 
ever, the schools will avow this as an important part of their interest 
and domain. When that time comes we can expect that university 
graduates can be relied upon to be well-balanced individuals able to 
bring into play, at progressively higher levels of responsibility, the 
facts, the skills, the analytical ability, the administrative finesse with 
which they have been endowed through their training. 


2Vol. XXV, Harvard Business Review, No. 1, p. 46. 











DECENTRALIZED CONTROL, AN AID IN THE 
DEVELOPMENT OF PEOPLE 


By C. W. FOSTER 


(A Digest of an Address Delivered at the University of Western Ontario 
On October the Fifth, 1946, Before the Alumni Association 
Of the Department of Business Administration) 


ECENTRALIZED control may be just another way of getting on 

with the job of running a business. It can be more than that. 
Upon examination it will be found that decentralization of control has 
two very important objectives. First, it frees to quite a degree those 
in top management from the day to day participation in the actual 
operations of the business. This resuits in the provision of time in 
which top management people can plan, formulate policy, analyze the 
operation, correct the mistakes and deal with any situation which 
arises anywhere in the organization. Secondly, to delegate authority 
under decentralized control means that the second level of management, 
divided as it is in this company into districts, has been given the 
responsibility of managing the operations with a degree of autonomy 
not usually provided under a system of centralized control. 


Decentralization of control does not mean a division of respon- 
sibilities but rather a division of the organization into districts with 
similar responsibilities in each and the same type of line organization, 
extending throughout each of two or more districts. Such a division 
of control is readily applied to a retail chain store business having 
many branches or retail units spread over a large area. The division of 
the chain into severa! districts results in the opportunity of appointing 
managers at the second level to undertake the whole responsibility 
involved in operating a section of the business. 


If we follow the line organization, in the company under examina- 
tion, it develops this way: Top management consists of two individuals— 
the President and the Vice-President in Charge of Operations. The 
President may undertake such direction of the affairs of the business 
as he sees fit. He will preside at all important conferences of operating 
heads. His vision and leadership will influence the entire organization 
137 
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in the formation both of policy and in the actual operations as well as in 
such things as plans for the expansion and development of the business. 


The Vice-President in Charge of Operations will formulate and 
establish policies, analyze the operations, selecting the weak spots for 
correction; he will be a man skilled in all the detail of merchandising 
foods in every aspect of the operation. Long experience in the field and 
management ability combine to make the contribution of this part of 
top management a steadying force throughout the company and a 
source of direction and guidance to the line organization. 


At the next level of management is the Division Manager, who 
because of the extent of the operation in one area, exercises supervision 
and direction over one or more district operations and the warehousing 
and accounting operations of the division headquarters. 


Below the division manager are the district managers. A district 
operation may or may not have its own central warehouse. It will serve 
an area, the borders of which fit into an economical unit from a 
geographical standpoint. For example, it has been found desirable to 
combine into one district the Maritime Provinces and to fit into another 
the Province of Quebec. The district manager is in complete charge of 
his operations and is responsible either to the Division manager or 
directly to the Vice-President in Charge of Operations. 


The next level of management is supervision within the district. 
The responsibility of supervisors is the control and operation of several 
retail units, which are made up from the total number of stores in the 
district operation. These may number from three stores to twelve or 
more for each supervisor, depending on their size and their proximity 
to one another. 


Store managers, or unit managers, as they are called, meat operators 
and fruit operators, constitute the final management level in the 
organization plan. An individual store operation or the operation of a 
department of a store constitutes the responsibility of men in this group. 


A further delegation of authority by the unit manager occurs in 
the store organization, especially in large market stores: where a senior 
clerk works directly under the unit manager or a head checker 
works directly under the manager, etc. 


In all, the organization structure consists of five levels of manage- 
ment in the operating line organization. Decentralization exists by 
reason of the fact that several such lines exist within the company, 
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although each one stems from top management. In other words, there 
is only one President and one Vice-President in Charge of Operations, 
but there may be more than one Division Manager, more than one 
District Manager and so on. One fact to keep in mind is that any one 
line of division or district operations has no overlapping with any other. 


How does decentralization work out? The structure of the line 
organization as it has been explained works out well or falls short of its 
objective in direct proportion to the amount of authority delegated at 
each level and the ability of the next level of management to assume 
that authority. If top management practices its right in this method 
of administration, which is to make the division manager or the district 
manager as nearly autonomous as it is practical to do within his 
operation, then to the degree that this plan is practical at one level 
means that the same extension of authority passes on within reasonable 
scope to each level of management. Under such a plan, initiative, enter- 
prise and experience in management problems become the day to day 
operating job of those in charge at each level of management. The 
end result in the management level between the top and the next level 
is the development of people within the organization capable of exercis- 
ing control over a complete operation, coping with all the operating 
problems which top management actually oversees and controls. The 
development of people capable of management proceeds automatically 
under such a plan. 


A word about staff organization. There are several specialized 
departments which operate with the objective of serving tne operating 
line organization. These are as follows: 


1. The Vice-President and Treasurer in charge of accounting and 
finance. 
2. The Company Secretary. 


3. The Director of Merchandising in charge of grocery merchan- 
dising for the organization. 


4. The Director of Physical Operations in charge of buildings and 
equipment, expansion and maintenance. 


The Director of Advertising. 
The Director of Produce Merchandising. 
The Director of Personnel. 

The Director of Real Estate. 

The Director of Public Relations. 


5. 
6. 
¥ 
8. 
9. 
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Some of the staff positions referred to exist within the district 
operation under decentralized control, by the appointment of a full-time 
person in charge, with extra staff if necessary. The exceptions of course 
would be the Vice-President and Treasurer and the Company Secretary. 
The Vice-President and Treasurer, responsible for finance and accounting, 
will analyze and supervise in this direction much in the same way as 
the Vice-President in Charge of Operations guides all other aspects 
of the business. 


The Development of People 

I would like now to illustrate how a policy directly concerning 
personnel is formulated and established in the operations under decen- 
tralized control. The policy has to do with the subject of this paper— 
“The Development of People.” An idea for this express purpose was 
placed before top management by the Director of Personnel. Because 
of the interest in its possibilities, it was then referred jointly to top 
management and one group of the second and third levels of manage- 
ment—a Division Manager and two District Managers. From there it 
was placed before each district manager and the second level of manage- 
ment within each district operation. During this process the mechanics 
of the plan and the forms used in its application were worked out. The 
plan is called Personnel Reviews. 


The objective of the plan is to formulate a plan of development 
for each employee in the organization designed to improve the individual 
in his present work or to fit him for a position of greater responsibility. 
The first move under this plan is to rate the employee on his performance 
on the job. By this means the strong points as well as the weak points 
are brought out. The plan is then worked out under which, by training 
and personal supervision, the employee will receive help to improve 
his performance on the job or be prepared for a position of greater 
responsibility. The plan is then put down on a sheet designed as “a 
plan for the development of ‘John Doe’.” This sheet is retained as a 
permanent record and a work sheet for the various steps in the job 
of development. In each case, one major job of training or of personal 
supervision is given first rating and must be undertaken and completed 
before the next part of the plan is worked on. 


All ratings and plans are prepared by a committee of operating 
people assisted by a Personnel man who acts in an advisory capacity. 
Operating people direct the personnel reviews because these people 
alone have an intimate knowledge of the employee under review. Per- 
sonnel reviews are always prepared by a committee made up of the 
next two higher levels of supervision or management. 
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The Personnel Review plan produces an inventory of man power 
within an organization. The objective of the plan is—the development 
of people—therefore the follow-up of the work set out in the plan of 
an employee is vital to the success of the plan. 


If this is done, then management at each level in the organization 
can expect and obtain two results: First, improvement in the quality 
of the work of the individual employee in his present job. Second, an 
opportunity to intelligently choose the right man for the job when 
promotion is considered. 


We believe that this policy, when given time to become properly 
established in the operations of the company, will ensure to each 
employee an opportunity to make a career for himself in the field of 
retail food distribution. Making best use of the opportunity is, of course, 
the job of the employee himself. 











THE OUTLOOK FOR THE AMERICAN 
STOCK MARKET 


By DAVID W. McKNIGHT 


APAN was first turned back from her land-sea conquest in the Battle 
of the Coral Sea in May, 1942. This great battle, which history will 
doubtless mark as one of the world’s decisive military engagements, 
likewise dated a major turnabout in the American stock market. The 
latter had been in a declining trend since 1937. 


The major uptrend in stock prices which was inaugurated at 
approximately the time of the battle continued up to May, 1946, making 
the 1942-1946 bull market one of the longest in the country’s financial 
history. This is shown in the following tabulation, which affords a 
comparison with two previous bull markets. Data regarding the scope 
of the advances and duration is given. 


Price Advance Duration 
1942-1946 161% 4 years 2 months 
1932-1937 308 % 4 years 9 months 
1921-1929 352% 8 years 3 weeks 


Note: Average includes 402 stocks of industrial, railroad 
and public utility companies—Standard and Poor’s. 


Since the end of May the American market has been in a declining 
trend which until September was a dull dragging affair characteristic 
of so-called “secondary” price adjustments in a major advance. In 
September, and again in October, stocks broke badly and on an 
accelerated volume of trading. At their low point to date, reached in 
late October, the broad average used in the calculation had lost about 
26% in price from the peak. Giving effect to minor improvement since 
that time, the average now stands at about 123% of its 1935-1939 
average price. 


It is axiomatic in financial circles that a stock market decline of 
this scope forecasts a coming recession or depression in business. As a 
matter of fact, declines in the stock market which have exceeded the 
normal bull market correction of about 10% (as this decline has done) 
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generally have been forerunners of a business setback. The two notable 
exceptions were in 1926 and 1939 when greater-than-average price 
declines were not followed by either lower stock prices or a setback 
in business. 


The present stock market pattern is tending to duplicate its showing 
after World War I. At that time, namely, in November, 1919, a year 
after the Armistice was signed, stocks reached a peak. In the present 
instance, our peak was made in about nine months, or a little sooner. 
The paramount consideration is whether or not business and stock 
prices are, from this point forward, likely to repeat the 1919-1921 
experience. 


Stock Market Influences 

The stock market has the appearance of being affected by all kinds 
of developments (often to the exasperation of stockholders) but in 
reality it is affected in the long run by only a very few considerations. 
For purposes of analysis, they may be grouped as follows: 


1. The Business-Earnings Outlook. 
2. Money Factors. 
3. Political Considerations. 


These three broad headings embody many ramifications and col- 
lateral considerations and each might be considered a separate and 
interesting study. Accordingly, they must be treated in a general 
manner in a brief analysis of this type. 


1. The Business-Earnings Outlook 
What is the business-earnings level? 


At the present time we are only a little more than one year 
removed from the war’s end, during which time the reconversion of our 
factories to peacetime production has been largely accomplished. In 
the same period of time, we have had disastrous strikes in many 
industries. Nevertheless, our seasonally adjusted index of industrial 
production is probably about 85% above the 1935-1939 average; that is, 
the index of physical production stands at about 185, which may be 
compared with an average of 113 in 1937 and 110 in 1929, both of which 
were peacetime boom years. In 1941 it was 162, but that year’s output 
was weighed heavily by war orders. It should be understood clearly 
that this is an index of physical output of our factories and mines and 
if adjusted for changes in the price level, the comparison would be 
more nearly as follows: 
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It is obvious that in terms of either physical production alone or 
dollar value of output business activity at the present time is far greater 
than in any previous peacetime period of prosperity. So far, it has not 
mirrored the stock market decline, that is, on an over-all basis. 


But what of the business prospect? A fundamental consideration 
is that during the war years great shortages accumulated and resulted 
in what is commonly called “deferred demand.” During the war con- 
sumer expenditures for goods and services reached record dollar levels, 
but not relative to incomes earned, and an excess of savings developed 
because there was no civilian production in many lines of goods, or at 
best, only limited output. Not only did consumers go without homes, 
home appliances, automobiles and related items of relatively long usage, 
but they curtailed purchases of non-durable and semi-durable goods 
like leather shoes and floor coverings. Likewise, during the war, 
business had to forego many of its needs for new equipment and 
maintenance. 


It is not possible to measure the total deferred demand for goods 
but it is possible to calculate a deferred demand of some two to five 
years or more for industries which would appear to hold the key to our 
post-war activity. These industries are: building (notably homes), 
automobiles and trucks, major home appliances and home furnishings, 
machinery, including electrical equipment, office, farm and railway 
equipment, and industrial machinery in general. 


In contrast to the showing made earlier in the year, when strikes 
in major industries were widespread, the output of durable goods in 
recent months has tended to rise strongly, that is, the indices of steel 
output, automobile assemblies, lumber and building materials production, 
and furniture output, have all made excellent showings. On the other 
hand, non-durable goods items, which have been produced at a high 
rate for the past eight months, have shown little change on balance. 


It is obvious to even the most casual observer that the underlying 
demand for major durable goods is far in excess of the supply of such 
goods. The case is not so clear, however, for all types of goods. Already 
in the instance of radio sets, where many new companies have entered 
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the field, the volume of output has overtaken demand. Lines such as 
truck tires, standard machine tools, housewares, furs, jewelry, and 
certain textiles also give evidence that production has equalled or 
surpassed demand. It is likely that over the coming months we shall 
experience a further leveling off of demand and hence of output for 
other kinds of goods. 


Despite this latter prospect the strength in the major durable 
goods supply-demand situation would seem to provide an offset because 
the output of these major goods is the prime mover of our business 
cycle. For example, plant and equipment expenditures add to consumer 
incomes but such outlays result in no increase in the supply of goods 
until a later time. In this respect business expenditures for new plant 
and equipment were projected for the quarter just ended at an annual 
rate equal to 50% over the peak year 1941. 


The strength in the business picture is evidenced by the current 
high rate of employment, in fact, full employment, at wages beyond any 
previous experience. Reflecting the combination of high wage rates 
and high employment, it appears that our national income for 1946 
will be close to $165 billion, or at least $160 billion. This is a phenomenal 
figure and may be compared with 1937’s $71 billion and 1929’s $83 
billion. Moreover, this income is backed by an estimated $120 billion 
of liquid savings held by individual consumers alone. Ability to buy 
is further attested to by noting that consumer credit outstanding at the 
end of August was $8.1 billion as compared with $9.9 billion in 1941, 
the prewar peak. Allowing for the increase in the price level since 
1941, it is obvious that this consumer credit condition may be regarded 
as an untapped reservoir of demand for goods. 


In the main these are the favorable arguments relative to the 
business outlook. Certain danger spots, however, can be explored. The 
subject of heavy inventories at the present time is receiving the greater 
attention. This is only natural inasmuch as heavy inventories were 
one of our major problems in 1919 and again in 1987. At the present 
time inventories are high and are increasing. They are low, however, 
when measured against sales. Department Store stocks of goods, for 
example, have been climbing but because of the large dollar sales 
volume the ratio of stocks to sales remains low, that is, lower than before 
the war. 


The second potential danger spot lies in unfilled orders which are 
at an exceptionally high level throughout trade and industry. No doubt 
many of these are “padded” orders, but unfortunately the extent to 
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which desires are overstated cannot be measured. When certain bottle- 
necks which are now holding up production are broken, as is now being 
done, a freer flow of goods may result in certain cancellations. Such 
a development, provided it results in a lowering of prices, would extend 
to the retail level, but otherwise would be confined to manufacturing. 


The third danger point in the situation is that because price and 
wage controls have been largely eliminated we may go into a further 
price-wage spiral. In fact, we had such a spiral after the end of World 
War I, and that time prices outran wages by a wide margin. Labor 
today, in contrast with its position in 1920, is receiving wages that more 
closely compensate it for postwar increases in the cost of living. 
Nevertheless, organized labor is very aggressive, has a strong bargaining 
position, and is likely to demand and secure additional wage rises. If 
this is followed by sharply increased prices (as it may be in the absence 
of controls) the danger is that those workers outside of the organized 
group will have their incomes thrown further out of balance. Unfor- 
tunately, these non-organized workers amount to about 75% to 80% 
of the total labor force and they are already paying too much for food 
and clothing, in particular, to be expected to meet further large over-all 
price increases. 


Therefore, the underlying demand for durable goods, which is 
admittedly largely unsatisfied, might not become effective demand under 
any conceivable set of conditions. In other words, organized labor could 
push wages, and hence prices, to a point where automobiles and houses, 
for example, would rise in price to a level at which consumer resistance 
would become a major consideration. The brighter side is that even 
should wages be increased further such an increase might be fairly 
moderate and because of high production prices may not rise much 
further. In other words, not all factors at this time are inflationary. 
Although prices in general have risen since the war’s end, the rise has 
been modest as compared with 1919-1920 and wages have kept pace 
to a greater extent. 


In the first half of the current year industrial corporate net incomes 
declined from a year ago because of reconversion delays and expense, 
strict OPA price controls and costly strikes in basic industries. In the 
third quarter, the same companies used in this sample made such a 
strong showing that their net incomes for the nine months period were 
12% ahead of a year ago. 


While this level of corporate income is significant, it becomes 
more so when it is realized that this showing was experienced in spite 
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of large deficits, or at best, nominal profits turned in by leading durable 
goods companies, representing the automotive, electrical equipment, and 
non-ferrous metal industries. Railroad earnings this year are down, 
but public utility net incomes are up and indications are that for the 
full year 1946 an all-time peak in corporate net profits, after Federal 
taxes, may be established. While this is a significant statement, it 
should be realized that our present normal and surtax rate for large 
corporations amounts to only 38% and many non-durable goods lines, 
in particular, have reported earnings far and above anything recorded 
in their past histories. 


The following tabulation shows net profits after all Federal taxes 
reported by the private corporations of the country. 


(in millions) 


WD EB .cccacseeseeses $9,080 
BOG B ceescscccocccees 9,141 
|. Se 4,575 
Bi cseescesceninee 8,337 


A forecast of future profits is hazardous at this time, but given 
a physical volume of production within 10, or even 20 points, of the 
present level and a maintenance of the general price level at approxi- 
mately the present point, a further improvement in profits in the heavy 
industries seems likely to offset largely the probable profit deterioration 
in non-durable goods lines as competition is restored. A drop to $9 
billion would place profits above 1929 and more than twice the 1937 
level. On the other hand, common stocks today are at only the average 
of 1937. 


While dividends are an adjunct of corporate earning power, it 
should be noted that they are tending to increase. During the war 
year 1945 dividends paid to stockholders were equal to a little less 
than one-half the net profits, which was a smaller percentage disburse- 
ment than either just before the war or in 1929 or 1987. The tendency 
since December, 1945, has been for dividend returns per share to 
increase on balance and common stock yields, based on a broad index, 
now average about 4.3%. The present year will witness a considerable 
increase in total dividend payments as compared with 1945. 


2. Money Factors 

The money factor affects the stock market in many ways. During 
the war period, the United States Treasury continued its low interest 
rate policy and the heavy war financing resulted in a tremendous 
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expansion in the supply of money held by the public and businesses. 
Currency and bank deposits are 214 times the pre-war level, which 
cannot help but influence the price level for years to come. 


The influence of low interest rates on stock prices from an invest- 
ment standpoint has been twofold. First, stock yields have been and 
still are attractive against bond returns. Secondly, with investors 
worried about the decling purchasing power of the dollar and feeling 
that business conditions would at least support existing dividends, they 
have tended to capitalize such dividends in a way which resulted in a 
rise in stock prices until last May. 


Today, a representative group of common stocks affords a yield 
of about 4.314 as noted. While such a yield is relatively low when 
related to the early war years, it is better than was obtainable in certain 
pre-war periods which were marked by public optimism. The 4.3% 
yield on stocks is considerably better even now than can be secured on 
medium quality corporate bonds and far better than is available on 
top quality bonds. Before the war, during the optimistic periods 
referred to, common stock yields went below those for medium or even 
highest grade bonds. 


The huge supply of money, a creature of our war financing, 
doubtless has found its way into segments of the stock market. It 
might be added that this money also went into other forms of property 
like real estate, including vacant farm and city land. The public cannot 
rightfully be criticized for seeking equity ownership to protect itself 
against a rising goods price level. Perhaps its reasoning has been 
imperfect, but it has been sensible and the true investor who has held 
an equity position has preserved a measure of the purchasing power of 
his savings even allowing for the recent market price decline. 


Unlike the 1929 bull market, in particular, the 1942-1946 rise was 
conducted on very little borrowed money. In fact, since January, 1946, 
margin requirements have been 100%, that is, stocks this year have 
been bought for cash. In announcing this move, the Chairman of the 
Federal Reserve Board stated in part, “Credit for stock market... 
purposes has been curbed all along and is a minor and not a major factor 
in the inflation picture’. 


What the all-cash stock market has accomplished is problematical. 
It has made some reduction in the volume of trading which has resulted 
in thin rather than broad, close markets for individual stocks. It did not 
prevent stock prices from rising inasmuch as they made two successive 
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new high marks after the rule on cash trading became effective. Nor 
did it prevent them from falling sharply. 


At least the recent decline in the stock market resulted only in a 
negligible reduction in bank loans for the purpose of carrying securities. 
In other words, because of a cash market, in contrast to previous periods, 
there has currently been no large repayment of security loans which 
would reduce demand deposits and consequently shrink the amount of 
liquid assets at the disposal of the public. 


8. Political Considerations 

The political aspects of the stock market are not always viewed 
objectively by investors especially insofar as domestic politics are 
concerned. Over the long run, however, there appears to be no trust- 
worthy evidence that domestic politics per se are a controlling factor 
in the major trend for common stock prices. 


It is true that we did have a “Coolidge Bull Market”, but it was 
followed by a “Hoover Bear Market”. Both men were of the same 
political faith and considered to be favorable to business. Under the 
late President Roosevelt (of the opposite political faith), we experienced 
most of our second longest bull market, 1932-1937, and a bear market 
from 1937 to 1942 followed by another bull market which was still going 
strong at the time of his death in 1945. 


Although domestic politics may not greatly influence the major 
trend of the stock market, it is worth considering what effect our 
pro-labour administration’s policies in recent years has had upon the 
American investor’s capitalization of corporate earning power. More- 
over, world leftist trends have raised the question of whether or not 
we might permanetly alter our traditional system of free enterprise. 
Throughout most of the Democratic administration’s rule of the past 
fourteen years there has been a strong liaison between organized labor 
and the administration and the tendency has been for organized labor 
to be considered immune from those laws which have applied to the 
population in general. The recent election of a more conservative 
Congress has already resulted in a dropping of a number of wartime 
controls and will probably lead to some restriction of labor’s excesses. 
The probabilities are that the new make-ups of Legislatures will create 
an atmosphere more favorable to investment based or confidence that 
our free enterprise system is to be allowed to function, which would have 
a favorable effect on the market capitalization of corporate earning 


power. 


* * * 
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As to international politics, wars breed inflation and result in rising 
stock prices in the long run, but the prospect of war destroys confidence 
in the status quo and makes for caution. Thus, it could be argued that 
the late President Roosevelt’s speech in Chicago in 1937 with regard 
to quarantining the aggressor nations was a factor promoting the bear 
market, which began that year and did not end until we were at war 
and there was evidence that the tide of aggression had turned. 


It seems wholly probable that in this age of atomic power even 
the prospect of hostilities between major powers will cause severe 
dislocations in our stock market. In past times, the truly well-informed 
investor knew that war meant inflation and that regardless of what 
might transpire in the crisis leading up to war, stocks could be held 
with confidence. 


Atomic energy harnessed to war by major powers may decimate 
corporate assets such as factories, utilities and railroads in a manner 
never dreamed of, much less experienced. Accordingly, it is probable 
that international politics will play a greater rather than a lesser 
role in future stock price trends. 


It is the writer’s view that the international political situation is 
an unfavorable long-term factor in the American stock market outlook. 
Russian aggression since the war’s end has made a mockery of the 
Atlantic Charter and the United Nations Organization is, at best, off 
to a hesitant start. Whether it is possible for the Western World to 
find common ground with Russia in the interest of a just peace is yet 
considered problematical and can only be answered by future develop- 
ments. 


Conclusion 

Business in the United States has come out of its postwar recon- 
version slump (which was aggravated by major strikes) and has 
attained a record peacetime volume of production and distribution. 
We now have nearly “full employment”, incomes are at the $160 billion 
—$165 billion annual rate and large deferred demands remain unsatis- 
fied. The monetary position is strong with ample available for new 
enterprise and consumer use and the “political climate” is friendlier 
to business than at any time in 14 years. 


Notwithstanding this strong picture, there are certain danger 
elements. Forward orders are heavy and “padded”. Inventories are 
rising and prices in many lines are too high for other than the most 
urgent demand. Costs of doing business are excessive, resulting in a 
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record high “break-even” point for many industries. Labor is very 
aggressive and labor efficiency is low but happily shows signs of 
improvement as materials flow into industry at a steadier rate. 


All in all, there are elements in our economic picture that are 
reminiscent of the 1919-1921 era of “boom and bust”. Nonetheless, the 
writer is inclined to the viewpoint that while individual adjustments 
in business lines and in prices are inevitable (in fact, they are taking 
place now) no major over-all adjustment is warranted. In other words, 
there is no fundamental reason to expect a major setback in business 
until a far larger portion of the demand for durable goods has been 
satisfied. We could go the whole way of 1919-1921, but given some 
measure of wage-price stabilization and labor-management cooperation, 
it is quite possible that the wage-price spiral may be checked before a 
great number of consumers are priced out of the market. 


In the 1919-1921 slump the stock market lost 35% in value over 
a period of 22 months. Since May, 1946, the extreme loss in price has 
been 26%. Thus, even those who feel we are now along the road toward 
repeating exactly the experience of our earlier pustwar boom should 
recognize that the stock market has already discounted nearly three- 
quarters of the adjustment and that earning power is being evaluated 
very conservatively. 


November 13, 1946. 








PERSONNEL POLICIES AND PRACTICES OF 
SCOTT & McHALE LIMITED 
By A. L. McLOUGHLIN 


INTRODUCTION 


COTT & McHale Limited, located in London, Ontario, manufactures 

a wide line of men’s quality shoes. Its Astoria and John McHale 
brands are nationally recognized; of equal fame is the Scott & McHale 
Management-Labour Relations Plan. 


Scott & McHale, successors to Seety and Scott Shoe Company, 
originally operated two factories, one located in London and one in 
Tillsonburg. In 1939, however, the Tillsonburg unit was closed. Prior 
to 1937 a general shortage of work prevailed in the shoe industry. 
With reduced consumer purchasing power, the decrease in sales was 
more acute among manufacturers of higher priced quality lines. 
Workers in the industry were confronted with all of the worries attendant 
upon uncertain employment and unstable income. To remedy this 
situation, the Company voluntarily offered to its employees a contract 
which established a partnership between the employees and the firm. 


The basic thought on which the plan is founded was conceived by 
the management of the Nunn-Bush Shoe Company of Milwaukee, Wis- 
consin. That Company’s success with the plan provided the inspiration 
to proceed along similar lines in Canada. 


Management-Labour Relations Plan 

The present arrangement cannot be called simply a “wage plan”, 
because it not only provides for stability of workers’ income, but also 
gives the workers a very important voice in all matters that concern 
their well-being in the business, and does this in a way that is equally 
fair to management and to the workers. 


The first step in the program was to set aside a percentage of the 
annual sales which represented the operators’ just share of every dollar 
received from the customers in payment for the shoes shipped to them. 
The year 1937 was mutually selected as a satisfactory base for this pur- 
pose. It was found that in 1987 the employees’ earnings represented 22.2 
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percent of the list price of all shoes packed. The amount which this 
percentage of sales represents is credited to a “Labour Reserve Account”, 
and the management of these funds is placed exclusively in the hands 
of an Administrative Committee. This Committee is elected annually 
from the ranks of workers, by the workers themselves, and is responsible 
only to the workers. The Committee administers not only the wage 
fund of the workers in the organization, but also all other matters 
pertaining to their welfare and the conditions under which they are 
employed. 


Thus, labour, as partners in the business, participate to their 
advantage in the good years, and must of necessity retrench in the bad 
years. The plan does not permit indiscriminate price slashing based 
on reductions in wages that would amount to all or a major portion of 
the decrease in price. Such reductions must at all times be shared by 
management and labour. Similarly the plan does not permit the employer 
to profiteer on a rising market at the expense of his employees. Under 
many systems of piece work rates, the employer might pocket whatever 
increase he might be able to place on his product without paying a 
corresponding increase to his employees. Under the Scott & McHale 
plan the worker automatically receives his percentage of an increase 
in the sales figure. The actual details of the plan will be described under 
the various headings of the topical outline. 


Production Process and Layout 

At this point, a brief description of the production process and 
layout within the factory may help the reader to appreciate some of 
the problems peculiar to this type of industry. The advantages and 
disadvantages of the Scott-McHale personnel system can thus be 
weighed more easily. 


The production process begins on the third floor of the plant in the 
Cutting Department. Here, the leather for the upper sections of the 
shoe is cut out by hand or by “clicker” machines. The lining for the 
shoe is also cut in this room and sent with the upper sections to the 
Fitting Department. In the fitting room, the sections are sewn and 
glued together, the eyelets inserted and the upper part of the shoe 
laced. The material then goes to the second floor, to the Lasting 
Department where the upper sections of the shoe are secured to a 
wooden last and placed in the “oven”. This treatment moulds the body 
of the shoe to the desired shape provided by the last. The work flows 
on to the Making Department where the upper is attached to the sole. 
After a series of operations, the heel is added and the partly finished 
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shoe is sent to the Finishing Department. The edges and bottoms of the 
heel and sole are trimmed and burnished, the last is removed and 
the shoe is sent to the ground floor to the Packing Department. In 
the packing room, the shoe is given a final inspection, cleaned, sprayed, 
polished, laced and finally packaged. Two other departments are located 
on the main floor—the Insole Department and the Outsole Department. 
Finished insoles and outsoles are sent up to the second floor to be 
attached to the upper as discussed previously. 


Organization Structure 

The Scott-McHale organization structure would probably be classi- 
fied as functional. Divisions or classifications are in terms of activities, 
for example, the cost department, treasurer’s department, manufacturing 
department, sales department and purchasing department, all of which 
operate on a horizontal plane. Within these functional divisions, distinct 
line relationships exist, for instance, the worker is directly responsible 
to his foreman who in turn is responsible to the plant superintendent. 


The plant superintendent has charge of the manufacturing function. 
A vice-president controls the sales function and as well serves as a 
co-ordinator for the other functional departments.. The structural 
picture is somewhat confused by the division of certain responsibilities. 
An Executive Committee acts as a policy forming group on some matters, 
and would appear to be on the same level as the Board of Directors 
in this respect. At the same time, the Committee performs some of the 
functions usually carried on by a separate functional department, e.g., 
promoting and discharging employees. The Committee also enters into 
a line relationship, as the workers are responsible to the Committee as 
well as to the foreman. The complexity of the organizational structure 
will be more clearly illustrated in the following sections of this report. 


TERMS OF EMPLOYMENT 


This general topic, as previously indicated, is covered by the Man- 
agement-Labour Relations Plan. In this section the viewpoint of an 
incoming worker has been adopted, to answer some of the questions 
that a prospective employee might ask during his induction interview 
with the personnel officer. 


All production workers are paid from the Labour Fund or Pool 
which {fs controlled by the Administrative Committee. New Employees 
receive a straight hourly rate during the first six months of their 
employment. This interval is actually a probationary period during 
which the worker is classified as “C” class. After six months of steady 
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employment, the “C” class worker may apply for elevation to the status 
of a “B” class employee. If the Administrative Committee approves 
of the application, the worker abandons his hourly pay rate for a 
drawing account arrangement. It should be noted that a “C” class 
employee may remain in that category if he so elects and continue to 
receive the regular hourly rate indefinitely. 


“A” and “B” class workers are given a “basic rate” or “drawing 
account”—such amounts being computed on a yearly basis according 
to the earning power of each individual operator in the business as 
demonstrated by his or her 1937 earnings. This plan was rather difficult 
to introduce because prior to 1937 all of the production employees had 
been paid on a straight piece work basis. The basic rate for each 

operation is adjusted when necessary, on the basis of the results of 
time study and job analysis. Present rates are fifteen per cent higher 
than the 1937 base rates. 


The weekly payment to each worker depends upon the basic rate 
for the job that he is doing, adjusted on a pairage basis for the number 
of pairs of standard quality shoes that he can regularly produce. If, in 
the case of an employee who had worked for the company under the old 
piece work system, the earnings under the present method are not 
greater than his 1937 earnings, the worker is paid the 1937 amount. 


This method of payment is more of a “unit” system than the usual 
piece rate method. For example, assuming that the plant is operating 
on a 1200 pair a day basis and that there are three men performing a 
particular operation, the quota would normally be 400 pairs a day per 
man. The skill and output of the three operators will vary; one man 
may regularly produce 400 pairs, the second may produce 425 pairs 
and third may produce only 375 pairs. In this case, the “high” man 
would simply have a greater credit to his drawing account because 
of his larger daily quota. This “high” man does not receive an increased 
rate or bonus for increased efficiency on the 25 pairs above his normal 
share of the work. The rates do not vary for such factors as seniority, 
etc. This does not mean that an operator’s drawing account, once 
determined, is permanently fixed. On the contrary the Executive Com- 
mittee can and does adjust these amounts as the operator’s output 
increases, or if he is promoted to a better paying position. 


All employees are expected to report for work at 7.30 each 
morning. Fifteen minutes is allowed each week for lateness, and if 
the worker exceeds this allowance, his pay check is reduced propor- 
tionately. The lunch period begins at 11.20 a.m. and continues until 
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1 p.m. A ten minute rest period is provided in the morning and 
afternoon during which all production must stop. These short periods 
are designed to reduce the monotony and fatigue induced by steady, 
repetitive operations and in this case have been found to raise the 
morale of the workers and to actually increase production. The power 
switch is opened at 5 p.m. so that a worker cannot remain overtime to 
complete his daily quota. 


It is of interest to note that under this plan the work week has 
been voluntarily reduced from 4914 hours to 45 hours, or from 514 
days to 5 days per week. Actually, the work time period varies among 
the individual operators because each worker is free to leave the plant 
upon the completion of his daily quota. The operator receives no 
additional compensation, under ordinary circumstances, for any extra 
pairs above his quota. If a bottleneck has arisen at a certain operation, 
a worker may be asked to continue working and in this case will be 
compensated for his extra work at the regular rate. 


Drawing accounts are computed on a yearly basis and are paid to 
the worker in 52 weekly instalments. At the first of each year the 
Administrative Committee determines the total number of vacation 
holidays, legal holidays and other holidays throughout the year. Pay 
for such holidays is immediately charged to the Labour Reserve 
Account. Each week the drawing accounts of “A” and “B” class and 
weekly wages of “C” class employees are charged to the Account which 
is in turn credited with 22.2 per cent of the list price of all shoes packed 
during the week. The Committee watches the condition of the Account 
carefully to make sure that weekly charges at no time exceed weekly 
credits. 


Production is fairly uniform throughout the year and follows the 
following general pattern: 


Season Style Produced 
PI icsiesishthlitbacicticiiainihmsibictiticldiidea Spring and Summer 
iin i cents bincnisldiviideiinnisiiaeniill Summer and Fall 
INO siitsiisntnenitinshiniiceeiibeabenniniiiil Fall and Winter 
adit th cciiescinsiiseleitsiitihnsiethddeitnn Winter and Spring 


Thus the weekly credits to the Reserve Account are fairly uniform 
throughout the year, as no important seasonal peaks occur in the 
production of high grade shoes. If sales drop low enough to endanger 
the drawing accounts of the workers which are earned through the 
allocation of 22.2 per cent of sales, the agreement provides that the 



































Personnel Policies and Practices 157 


drawing accounts of all the workers shall be reduced to a point to 
bring such drawings within the actual amounts being earned. Monthly 
reports are handed to the Committee showing the position of the Labour 
Reserve Account to date. These reports are subject to the check and 
approval of any accredited firm of Public Accountants engaged by the 
Committee for that purpose. All records necessary to insure a satis- 
factory and intelligent audit are open for their inspection. 


Under the plan, the annual credits to the Reserve Account exceed 
the annual charges and a substantial balance usually accumulates at 
the close of each year. During the period, many workers will not have 
drawn full wages because of absence from work and the Reserve 
Account will be further augmented. The balance of the Labour Reserve 
Account is distributed among the workers on a pro rata basis, or in 
any way the operators themselves should decide to distribute it, the 
management having no voice whatever in the distribution of these funds. 
(See Section 5, Employee Security.) 


A worker may be required to leave his regular operation to take 
the place of another worker who is absent from the department. In 
this case, the transferred worker is not penalized if he cannot produce 
the regular quota for his new job and is paid his usual wages. The 
Committee representatives from each department encourage workers 
to learn new tasks to provide “room insurance” against such emergencies. 
The worker does not learn on his own time; the time he spends at 
learning a new operation is taken into consideration when his regular 
daily output is checked. If the operator is required to spend part of 
his time at training another worker, a similar allowance is made. 


All employees with more than six months service are entitled to 
two weeks’ holidays each year, one week during July and the other 
week at Christmas. Operators receive pay in full, not only for these 
two weeks’ holidays, but for all of the legal holidays throughout the 
year, on which they are not required to work, as well as time lost 
through no fault of their own. One day is set aside each summer for 
the annual company picnic, and all employees are paid for this day. 
Except for the fifteen minutes allowed each week for lateness, and the 
daily rest periods, no allowance is provided for employees who are 
absent during any part of a work session. 


After three months’ service, the company provides each female 
employee with group insurance for $750.00. Male employees are required 
to contribute to this insurance plan. The Company sells shoes that 
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have not passed inspection to the employees at specially reduced prices. 


The only other special allowance provided by the Company is the dis- . 


tribution of hair nets to female workers. 


Each employee is given an individual time card; these cards are 
collected by the time-keeper during the morning, after the lunch period 
and at the close of the working day. Deductions for lateness and 
absence are made in the time-keeper’s office. Time cards are checked 
with the production figures for each employee. If the employee has 
not produced his alloted share of work, this information is passed on 
to the Administrative Committee. All wage or drawing account pay- 
ments are made weekly, in cash, after proper deductions have been 
made for war savings, insurance, benefit society, etc. Part-time 
employees are paid on an hourly basis (“C” class) and receive their 
payments with other employees. It should be noted that only production 
employees not including the foreman, are paid by the “pool”. All 
clerical, administrative and supervisory employees receive weekly 
salaries paid by the Company. 


Employment and Placement 
At present, the Company employs about 300 people. Approximately 
one-third of the work force consists of female workers who, for the 
most part, perform semi-skilled hand and light machine work. Most 
of the female workers are employed in the fitting room (about 100) and 
in the packing room (12). The age of the average female worker is 
about 21 years, while male employees average about 35 years of age. 


Number of Employees 


Age Group in each Group 
By TIED ceo asoadsesancsbipaseunsaaprniandonreiueeeeeens 115 
Ee Se et oe ee 123 
I rea cei casduscncsalncnscceuccbeckecsesescsbarneoes 68 


All production employees are divided into three groups, desig- 
nated as “A”, “B”’, “C”. In class “A” are placed the oldest of the 
employees in point of service (about 85 per cent). Such employees 
cannot be laid off while any other class “A” employees are working. 
They are also entitled to participate in any accrued earnings that may 
remain in the Labour Reserve Account for distribution at the end of 
the season. Class “B” employees enjoy all the privileges of Class “A” 
employees, except that in slack times they may be laid off if necessary. 
Class “C” employees, usually represent only the newest workers who 
of necessity must go through a six-month probation period. 
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The three ranks of employees are engaged at about 70 different 
operations divided among seven production departments. Within each 
department, the workers are arranged in operational groups, for example, 
in the Cutting Department approximately 21 men are engaged at hand 
cutting upper leather. Each department is supervised by a foreman 
who is responsible for all discipline and production within the depart- 
ment. The foreman’s authority is similar to that of any other industrial 
foreman with the exception of the discharge and transfer of his workers. 


There is no formal method for rating present employees as to 
their capacities and interests. This function is performed by the workers 
as a group through the Administrative Committee. The Committee 
President keeps a record of each employee that contains such infor- 
mation as: length of service, the various jobs he has done and can do, 
the general quality and quantity of his work, etc. If a worker makes 
application for another job or for an increased drawing account, his 
application is considered on the basis of this information. The method 
to be followed in rating or appraising the workers may easily differ 
on each occasion. 


The plan provides for a system of promotion, which enables every 
operator to make application for any key position that may be open, 
either in his own or in some other department. Under this system 
an operator is not confined to the same job nor to a single department. 
If a vacancy occurs or is expected to occur in a certain position, notices 
to this effect together with the pay rate for the job are posted for the 
information of all employees. Applications for the job are handled by 
the Committee who select applicants on the basis of seniority, merit and 
skill. In this way, operators, who have worked for years in a depart- 
ment that does not offer as good opportunity for advancement as does 
some other department, are given the opportunity to learn a key opera- 
tion and to improve their financial position. The labour movement within 
the organization does not seem to follow any definite pattern nor is the 
movement extensive. Most of the key operations require considerable 
skill and training and the worker (after he reaches “A” class) usually 
settles into a job and stays there. The high stability rate in the higher 
paid positions may be attributed to the large number of older men on 
these jobs. Fewer vacancies in the key operations have limited the 
number of opportunities for advancement. 


The advancement from Class “C” to Class “B” is fairly automatic 
at the end of the trial period. Applications for advancement from “C” 
to “B” Class are received by the Executive Committee on January Ist 
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and June 4th of each year. A “B” Class worker can submit his 
application for “A” Class only when an “A” Class worker leaves the 
Company. Most of the workers have been with the Company since 
the adoption of the Plan, which accounts for the large proportion of 
employees in “A” Class (85 per cent). In this regard, it should be 
noticed that workers who entered the armed forces do not lose seniority 
as long as they resume their employment with the Company within six 
months of their discharge from the Service. 


New employees are engaged by the Company through the personnel 
officer upon the request of the Administrative Committee. The 
Executive Committee is advised of the need for extra help in a certain 
department, and initiates the requisition, indicating the position to be 
filled, the rate of pay for the job and the date when the worker is 
needed. The requisition is sent to the personnel officer who proceeds 
to secure the new employee. During wartime, of course, all new employees 
were secured through Selective Service. At present, as in pre-war 
years, most of the recruiting is done through newspaper advertising 
and from the files of applications on hand. 


Provision is made for the sequence in which applicants will be 
considered and taken on for positions to be filled from outside the 
organization. Naturally, workers who have been laid off through no 
fault of their own, due to decreased production, will be taken on 
immediately when the need for more workers arises. New applicants 
rank according to the length of time their applications have been on 
file and the personal fitness of the applicant. Members of the immediate 
families of employees of the Company, everything else being equal, 
have first call on positions to be filled through hiring of additional help. 
In this way, the Company hopes to foster a family relationship among 
the workers in the organization. 


To vouch for the success of this plan is the friendly co-operative 
atmosphere that permeates the entire organization. 


The Company does not use standard application forms; applicants 
for positions may file their own applications with the personnel depart- 
ment. If a vacancy occurs, these applicants are notified and interviewed 
by the personnel officer. Despite this very informal recruiting and 
selection system, the Company has never had difficulty in securing 
satisfactory workers. Relatively few applicants are skilled in the shoe 
making trade, but naturally would receive some preference in selection. 
Even if the new worker has had experience in his new job, he must 
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enter as a “C” Class employee and undergo the six-month probationary 
period. 


The new employee is not given capacity or personality tests nor 
does he receive a medical examination. He is hired on the judgment 
of the personnel officer who places him in the department that put in 
the request for the worker. Before introducing the worker to his 
foreman, the personnel officer conducts the recruit through the plant 
and explains the general production process. The Management-Labour 
Relations Plan is explained, and the worker is shown how he will fit 
into it and how it will affect him. General working conditions and 
Company regulations are explained and any questions are carefully 
answered. Care is taken during the induction period to put the worker 
at ease and make him feel that he is a part of the organization. 


Under the Plan, the Company has voluntarily relinquished the right 
of “arbitrary discharge” and no executive in the organization has the 
authority to dismiss or lay off an employee without the approval of 
the Administrative Committee. It is to that Committee that the 
Management must turn for redress in the event of an employee not 
conforming to the rules or not living up to the standard expected of 
him either in production or quality of work. “A” Class workers cannot 
be laid off while other “A” Class workers are working. Ordinarily, 
seniority determines the order of layoff among “B” and “C” Class 
workers. If a worker leaves the Company, the time-keeper makes out 
and retains a discharge slip which records the employee’s name, the 
date of discharge and the reason for leaving the Company. 


Absenteeism does not present a difficult problem at Scott-McHale. 
This matter is very capably handled by the workers themselves through 
their Committee. Naturally, if a worker has a legitimate reason for 
being absent, such as illness, he is not penalized, except through the 
loss of his pay. On the other hand, the workers will not tolerate a 
shirker in their midst, whose absence would reduce production, and 
so reduce the common pool. Selective Service officials have stated that 
Scott-McHale had one of the lowest absentee records in London during 
the war years. 


Training and Education 

The agreement between the Company and the workers provides 
that the cost of training workers shall be shared between the workers, 
as a group, and the firm. By sharing the expense of the learner, who, 
at first, cannot do his normal share of the work, the Company encourages 
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the other workers to be more patient with the learner’s progress. This 
“share the cost” arrangement includes the time that another worker 
may spend in teaching the beginner. The Company plans to train 
every worker in the plant to be efficient in two different operations 
so that the working force in each department will be more flexible. In 
a process such as this where each operation is dependent. on the previous 
operation, the several jobs have to be synchronized; for example, the 
heel setters must provide a steady stream of materials to the heel 
slugger or he will be idle. If a bottleneck should develop at the heel 
setting group, the foreman could shift several men to assist the heel 
setters if men had been trained for that job, as well as their own. 


All training is done on the job where the worker is instructed and 
advised by the regular operator and the departmental foreman. The 
foreman in each department usually has a thorough knowledge of each 
operation in his room. Records of the worker’s progress at his new 
job are given periodically to the Committee. During the course of the 
training, emphasis is placed on quality workmanship rather than on 
speed, because faulty work, midway through the production process 
could waste all of the work done perviously on the article. 


At present, there is little institutional education carried on within 
the Company, though the Management recognizes the need for this 
function. Weekly departmental meetings to be held on Company time, 
are being planned to increase the workers’ knowledge of the objectives, 
policies, organization, operations and history of their Company. Efforts 
were made in this direction before the war, but were interrupted by 
the extreme pressure of war contracts. 


All employees receive instructions and counsel on accident preven- 
tion. Safety posters are regularly displayed in each department to 
remind the workers of the dangers involved in their work. “First Aid” 
materials are provided by the Company, and employees are instructed 
and encouraged to use them. The Company bulletin boards are kept 
up to date with current information about safety methods, insurance 
benefits, etc. 


Employee Security 
The principal reason for establishing the Management-Labour 
Relations Plan was to provide the workers with security — security of 
income and security against unemployment. The plan has yet to be 
tested under the conditions of a general business depression, but all 
signs point to its success. 
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Medical examinations are not compulsory for any of the employees, 
but the employees may, if they wish, be examined by a doctor who visits 
the plant several times weekly. A matron who has had training in 
first aid, is paid by the Company, and is at the plant during all working 
hours. First Aid kits are placed in every department and are inspected 
regularly. Workers are encouraged to attend to cuts and scratches 
promptly and are given instruction in the rudiments of First Aid. 


The Company and the employees jointly subscribe to the Blue 
Cross Plan for hospital care sponsored by the Ontario Hospital Associ- 
ation. In addition to the hospitalization plan, the employees have 
organized a group benefit society to which the Company and the 
employees contribute equally. This Society, sometimes referred to as 
the “Welfare Society” or “Sick Benefit Society”, provides the doctor 
who visits the plant regularly. The employees can contribute 10, 15, 
or 25 cents weekly to the Society depending on their rate of pay. This 
contribution entitles the contributors to benefits of up to $15 per 
week, for a maximum of three weeks each year, in the case of sickness 
or accident and to a $200 payment to the worker’s beneficiaries in the 
event of death. Workers can participate in the Blue Cross Plan and 
in the Benefit Society only while employed by the Company. 


Each year since the inception of the Management-Labour Relations 
Plan, the Executive Committee has retained one-third of the yearly 
balance of the Labour Reserve Account (the remaining two-thirds is 
free for pro rata distribution among the workers). These varying 
amounts have been credited to a Reserve Fund which has steadily 
increased. Three custodians are appointed from the Committee to 
look after it. The fund was designed for two main purposes — first, it 
can be used to augment the drawing account of the worker during the 
short periods of slack production, and, second, it provides a lump sum 
to the worker who severs his connections with the Company. This 
amount represents the worker’s portion of the yearly amount credited 
to the fund. The Reserve Fund arrangement acts as a compulsory 
savings scheme, for the worker cannot receive his share until he leaves 
the Company. 


Neither the Company nor the Committee will loan money directly 
to the employee. The Committee will, however, arrange a loan for the 
employee through a local bank. During the war period, employees 
were encouraged to invest in war savings certificates and the subscrip- 
tions could be deducted from their weekly drawing account payments. 
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In normal times, the only savings plan in operation was the Reserve 
Fund arrangement. 


A survey was conducted recently by the Company for the purpose 
of deciding on the possibility of establishing a pension plan. The 
detailed results of the survey were not made available, but in general, 
they indicated that the average age of the employees was too high at 
that time to introduce a pension plan. The past service contributions 
which the Company would have had to pay would have made the initial 
cost of the plan too great. The accumulated savings in the Reserve 
Fund partly fill the need of a pension scheme. When a worker reaches 
the age where he finds it difficult to produce his regular quota, the 
Executive Committee usually lowers the quota, but, they do not reduce 
his “take home” by decreasing his drawing account. 


Expression of Views and Attitudes 

The Executive Committee consists of the President of the Company, 
representing the management, and one representative or Committee 
man from each department. Each year, the Committee elects one of its 
members to act as President and another to act as Secretary. These 
officials, as departmental representatives, are entitled to vote and enter 
into the general discussion at the meetings. The President is allowed 
two hours each day for Committee work and is given $100 for his 
services during his one-year term as President. The Secretary, who 
records the minutes of the meeting, is allowed $50 annually for per- 
forming his secretarial duties. ' 


Committee meetings are held each Thursday afternoon commencing 
at 4.30 p.m. Additional meetings may be called at any time should the 
need arise. The length of the meetings varies from one to five hours, 
usually lasting until about 8.00 p.m. It should be noted that the Com- 
mittee members attend meetings on their own time, and that with the 
exception of the President and the Secretary receive no additional 
remuneration for Committee work. 


The procedure at the meetings follows a regular agenda and adheres 
closely to parliamentary procedure. The discussion of the various 
motions is quite informal with everyone participating. Following is a 
resume of the proceedings of the regular Committee meeting of January 
17, 1946, when for the first time since the inception of the Management- 
Labour Relations Plan a person, not employed by the Company, was 
permitted to attend a Committee meeting. It is hoped that this 


description will help the reader to gain an understanding of how the - 
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Executive Committee operates and of how important a part it plays 
in the administration of the Company. 


Three “last-pullers” from the lasting department attended the 
meeting and requested that the Committee consider an adjustment in 
the last-pullers’ drawing accounts. The request for additional com- 
pensation was due to the fact that a large percentage of the shoes now 
being manufactured consisted of the solastic box-toe type. When the 
present basic pay rates were established, few solastic toes were being 
used (about ten per cent). The solastic toe involved more work for the 
last-pullers than the regular leather box-toe. It was recommended that 
the basic rate for the job should be increased. 


After the last-pullers had explained their recommendation, they 
withdrew and the Committee reviewed the proposal. The Committee 
President asked the opinion of the Committee representative from the 
lasting department. The representative explained that this type of 
shoe required less work in the other production departments and that 
this saving benefited the pool. On the other hand, he said that the 
last-pullers’ task was made more difficult and that they should receive 
part of the money saved in the other departments. It was decided that 
the Committee’s decision would be postponed until actual production 
records could be consulted to determine the actual increase in this 
type of shoe since the basic pay rate was established. 


The representative from the fitting department presented a request 
from one of the fitting room employees, a “C”’ Class worker, for a pay 
increase. While the worker’s regular job was hand sewing, he was 
able to perform any task in the room, and was thus valuable for he 
could fill in anywhere if another worker was absent. If the Committee 
did not grant his request the worker threatened to leave the Company. 
The Committee decided that the worker was worth more money to the 
pool as valuable “room insurance” and granted the hourly increase. 


It was decided that several jobs should be posted for returning 
service men to bid on (former employees). The workers now on these 
jobs had been given them through room insurance (putting a worker 
on a job temporarily during another worker’s absence). It was decided 
that the men, now on the jobs, could bid for the jobs with the service 
men, provided that they had sufficient seniority. The job would then 
be awarded by the Committee on the basis of seniority and ability. 


The seven departmental representatives then reported on the 
progress of the work in their individual departments. The fitting and 
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packing room had fallen behind in their weekly pairage quotas. To 
avert a bottleneck in these departments, the Committee decided that 
the workers in these rooms would be required to work on Saturday of 
that week. As usual, other workers would not work on Saturday 


morning. 


The representative from the making department reported a defect 
in a suction tube which draws the rubber and leather dust away from 
the worker at his machine. The management representative agreed to 
have the pipe repaired. 


At this point the Committee President asked if there were any 
further matters to refer to the firm. Then he asked if there was any 
“pool business” to be presented to the Committee. Several representa- 
tives asked for increases in drawing accounts. In one case an individual 
drawing account was increased from $28 to $34 per week. In another 
case, a worker’s account was decreased from $45 to $34 because this 
worker was now working only part of each day. Several other drawing 
accounts were adjusted after discussion by the Committee. The meeting 
adjourned at about 6.00 p.m. 


Usually the Committee men from each department present the 
suggestions of the workers at the weekly meetings. The employees 
receive no individual remuneration for helpful suggestions on matters 
affecting the Company and its operations. The employees, as a group, 
however, benefit from any new methods of increasing production for 
they share in any additional income provided by the increased output. 


Group Activities— 

Organized group activities among the employees are limited to 
bowling and baseball, with the exception of the group benefit society 
previously mentioned. During the winter season the workers enter a 
team in the local Industrial Bowling League. During the summer 
season the Company’s softball team competes with the teams of other 
local companies. 


Conclusion 


One is immediately impressed by the friendly, family-like relation- 
ship that exists between the management and the employees in the 
Scott-McHale factory. There has been no union activity in the plant 
since the Management-Labour Relations Plan began. Evidently, the 
workers feel that they receive more benefits under this arrangement 
than any benefits that a Labour Union can promise them. The workers 
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themselves, through their representatives, take an active part in the 
management of the Company. This joint responsibility has broadened 
the outlook of the employees and has given them some appreciation of 
the problems entailed in running a business. They realize that the 
interests of the workers can never be separated successfully. This form 
of an employee-employer relationship may not be adaptable to all types 
of industry, but the success of the system employed here, suggests that 
it may be a step in the right direction. 





CANADIAN LIFE INSURANCE COMPANIES 
PROVIDE RENTAL HOUSING FOR 
VETERANS 
DAVID S. KEAST 


F the small and large problems facing Canadians today—peace, 

production, the atomic bomb, jobs, export trade, rehabilitation 
of servicemen, cocktail bars, milk subsidies, strikes, the bacon supply 
and price control—to name only a few—probably none is more deeply 
vital and personal to a large percentage of the population than the 
housing shortage. And about no problem could more volumes be written 
analysing its quantitive and qualitative extent, or diagnosing its cause 
and prescribing for its cure. 


When we read and talk of “housing” there is apt to be some con- 
fusion as to what is meant. Most dictionaries, to add to the confusion, 
define the term as “horse covering.” Then there is literature on urban 
housing, rural housing, and rural non-farm housing. And public housing. 
And rental housing as contrasted with housing for private ownership. 
The jargon of the professional housers also includes such terminology 
as “urban re-development,” “slum clearance” and various “minima” 
and “criteria” about which we are here going to have little to say. 


Nor in this article will there be space in which to appraise the long- 
term effects of the living pattern now being imposed upon hundreds of 
thousands of over-crowded, wretched, ill-housed citizens whose health, 
morals, morale, and social attitudes are being warped by living conditions 
of which they are not the authors and over which they have no control. 
We are going to define “housing” as “the provision of safe, decent 
and sanitary shelter”, and describe briefly what is being done toward 
making it available for rent to families of moderate income by a group 
of public spirited, “soulless” corporations — the Canadian life insurance 


companies. 
In normal times approximately one half of Canadian families are 


renters. More recently the proportion of home owners has risen sharply 
for a variety of reasons: More people have had cash burning holes in 
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their pockets, and many others have been compelled to buy in order to 
provide a roof over their heads. But even in the best of times there 
are thousands to whom ownership would be a burden. Many cannot 
afford even the down payment. Others are reluctant to buy at a time 
when costs are excessive. Many of the younger families, and in this 
group fall most of the discharged servicemen, have not yet accumulated 
the reserves necessary to permit a home purchase program, and thou- 
sands, by reason of the nature of their employment, must avoid tying 
themselves down to any one community. 


For years nothing has been done in Canada for the renting popula- 
tion, except for the highest income group by occasional investment 
builders, and for transplanted war workers in our industrial areas by 
Wartime Housing Limited. High costs and rent controls have combined 
to deter private builders from making even their normal contribution 
to the supply of rental housing. Since the summer of 1945, to be sure, 
Wartime Housing, the Federal Government’s own building organization, 
has continued to erect small houses for the use of veterans in cities 
where free land and services are made available. However, it is under- 
stood that the Government is considering withdrawing from a direct 
position in the housing field, and if this be true the needs of renters 
will be all the more neglected. In the future the only large organization 
providing single family homes for rent, to any income group whatever, 
may well be Housing Enterprises of Canada Ltd. 


Until a little over a year ago the life insurance companies in this 
country were not legally permitted to purchase real estate for invest- 
ment. Those properties of an investment character which they might 
own were held only temporarily, in order to permit them to recover 
the unpaid obligations of defaulting borrowers. This was regarded as 
a sound requirement, to prevent speculation, and to safeguard the funds 
of the life companies which, in a sense, are held in trust for their policy- 
holders. However, American companies, since 1938, have acquired con- 
siderable experience in what is known as “full participation” in rental 
housing projects and have demonstrated that with careful and sound 
construction and management programs, the hazards of full equity 
ownership are minimized. 


Under the National Housing Act, 1944, as amended, Canadian life 
insurance companies now may invest up to 5% of their Canadian assets 
in “low cost or moderate cost” rental housing projects for “families of 
low or moderate income.” And in order to make that 5% stretch as 
far as possible, the Dominion Government is willing to lend up to 90% 
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of the value on such projects on a 3% first mortgage amortized over 
the useful life of each development, not exceeding fifty years. A novel 
feature of this legislation is a “yield insurance” provision whereunder 
the government guarantees to the owners a 214% return, in exchange 
for which the owners agree to pay themselves no more than 5%. Earnings 
above this very conservative “management fee”, must go first to 
reserves against future contingencies, and, together with any economies 
the owners by good management can introduce, result in lower rents. 
This yield insurance feature was copied as part of the much publicized 
Wagner-Ellender-Taft Act, which passed the United States Senate, fell 
on evil days in a House Committee, but is expected to be revived and 
passed by the next Congress. 


Although with high prices, scarcity of labor and materials, and a 
very uncertain future at hand, the time was not exactly propitious for 
an experimental venture, the life insurance companies were eager, never- 
theless, to be of service to the Canadian public, including their own 
four million policyholders. Accordingly, in the fall of 1945 they 
organized and incorporated Housing Enterprises of Canada Ltd. as an 
“institutional holding company” under the National Housing Act. Its 
stock is owned, except for qualifying shares, by just about all of the 
life insurance companies doing business in Canada, including the 
American and British companies. The owners have subscribed to 
$5,000,000 in debentures of this company, the interest on which is 
limited to 5% as above indicated. With the proceeds of the sale of 
these debentures Housing Enterprises of Canada Ltd. purchases shares 
of stock in its thirty-five operating companies, called “institutional 
housing companies”,! one of these having been organized for each 
building project now under way. This stock also bears the Crown 
guarantee and dividends thereon are limited to 5%. 


It was originally hoped that the economies of centralized purchasing, 
mass-building, and non-duplicated architectural and technical expense, 
together with the low interest rate on borrowed funds, would enable 
this organizational set-up to provide low rental housing on an economic 
rental basis. However, it has been discovered that no housing of decent 
standard can be built today and leased without subsidy for low rents 
according to 1940 standards. 


To be sure, even when conditions were normal, bricklayers were 
plentiful, and there was a buyers’ market in materials, new dwelling 
units could not be built to rent commercially to families of low income. 
The building industry has never achieved the increased efficiency 
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which scientific progress and volume production have brought to the 
manufacturer of automobiles for example. So that in a time when 
wages and prices are in an upward spiral, more expensive substitutes 
have to be used for non-existent conventional building materials, and 
contractors’ organizations have to be kept intact awaiting long delayed 
deliveries, it can be well understood how far short of that early hope 
the company has fallen. 


As a consequence of these factors, paying its way as it goes and 
paying full municipal taxes throughout the useful life of each project, 
Housing Enterprises of Canada Ltd. is able to serve only the moderate 
income class. Under terms of its agreement with Central Mortgage & 
Housing Corporation preference must first be given to families of 
veterans and servicemen, but in dealing with other families it may 
not accept tenants whose incomes exceed “60% of the cost of the 
dwelling unit”, which in most cases bars the higher income brackets. 

It is hoped that, as the middle income groups occupy Housing 
Enterprises houses, vacancies will be created elsewhere which will 
afford some relief to the “lower income third” of the population. 


With the formation last February of the Central Mortgage & 
Housing Corporation, the Crown company which correlates the lending, 
planning, emergency shelter, home-conversion and direct house building 
activities of the Federal government the rather considerable teething 
problems of Housing Enterprses were greatly reduced. Its growing 
pains are still numerous, but the partnership between private enterprise 
and the Federal government is now working with sufficient smoothness 
to portend a successful hand-in-hand endeavour. The Dominion not only 
advances funds against its mortgage liens, but assists in the preliminary 
studies of each project, advises as to technical aspects of the con- 
struction program, makes available its research facilities for investi- 
gation of new building materials and techniques, and more importantly, 
has provided the company with a priority for building materials which, 
while not uniformly effective, has in many cases been the means of 
keeping contractors at work when other measures proved ineffective. 
More recently Housing Enterprises of Canada has been enabled to 
purchase from War Assets “on the hoof”, a dozen scattered surplus 
military training establishments, and the salvage from these buildings 
is going directly into the country-wide home building activities of 
the company. Short items thus being made available include highly 
useful and well seasoned lumber in all sizes and grades, conduit, electric 
wiring and fixtures, plumbing supplies, wall board as good as new for 
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lath and nails. Still almost unavailable are cast-iron soil pipe, flue 
lining, vitreous sewer-pipe, and metal products of nearly all sorts. 


But the work proceeds. Of the total of 3,600 homes in 35 projects 
now under way, it is estimated that 450 units, or 13.2% will be avail- 
able for rent by December 31, a further 1,729, making an aggregate 
of 2,179 or 64% by April 30, 1947, and the remainder, or 1,227, by the 
15th of June. The tentative program for next year calls for the 
construction of an additional 4,500 dwelling units, most of them, in 
all likelihood, concentrated in seven or eight larger projects in the 
bigger cities. 


Owing to the long amortization period during which the company 
must manage and maintain its properties emphasis is placed on 
enduring construction. Whether apartments, row houses or detached 
houses are erected depends on local custom and demand, as does the 
size of the individual units. Designs, although standardized, have 
been painstakingly planned to provide a maximum of comfort for the 
tenants in keeping with minimum construction costs. The lay-out of 
each development is individually studied, and park areas and play- 
ground space are provided wherever possible. Generally, to conform to 
topographical and other conditions, the buildings follow the curving 
lines of interior streets, in order to avoid the severe appearance of 
structures set squarely on lots. 


Rentals are estimated at no more than 10% of the cost of con- 
struction except in the case of fully serviced apartments where heat 
and janitor service necessitate a higher charge. At a time like this 
when the demand for shelter far exceeds the supply, it has been 
necessary to employ some “socially conscious” method of tenant 
selection. Therefore, within the serviceman group who receive priority 
in the renting of Housing Enterprises homes, a system of grading 
has been evolved. Even so, extreme difficulty is being encountered in 
sorting out the worthiest cases. These are being chosen with con- 
sideration given to length and nature of service in the armed forces, 
family composition, and the applicants’ need for accommodation when 
the homes are completed. 


Following is a geographical breakdown of the developments now 
under way: 
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: No. of Total Status 
Project Type Units 
VANCOUVER 
SE OUTINDD cecnincepeennsanens Row or Group Houses.... 136 Approaching completion 
#2 Broadway ........000000 PRT UIIOTIEE <coccosserccsesecses 213 Work under way 
STD, cncunchestnsniciaiieduss BIN aid bi cciecansinistanneinaninies 104 Do 
NEW WESTMINSTER.... Apartments .................0 116 Do 
— 6569 
Ee I sa sinessshicinstiiniialiilaiiatins 100 Do 
| IE inctintuhiaienteadasalacaniiiiy 50 Do 
SITE ..cssncontonsienstnptntin - RR ce 104 Do 
IETS ccceccshcninnstecsse Apartments ......00..000c0000 88 Do 
UIE? sccccrcesccsoveteces IIIT sionidncibedininsheetiianaition 108 
IIIS. - ‘winnsnnntigihebsicbinitinal RE ae 145 Approaching completion. 
SEE IN siastisladeiidliaibiiedaniibiiiias 113 Work under way 
TS ee SII sntsiscchsteahcahbhmiitediaadiiien 65 Do 
IIE siitignisninnibteditsicinatd II chsciccassisstinhtiahadaiiailiasiiies 60 Do 
LONDON 
. ASRS SE 184 Do 
Oe UD acvestscsnsssssees EE cinta 43 Do 
Do 
— 718 
TE TIENT ssccniinssctiguiibseemiaeniiion 116 Approaching completion 
ST. CATHARINES ........... IIIT . sccnsesiipteiinnapiatciaesiniiniids 102 Work under way 
KITCHENER ..........0ccce000s. IIIT cocusiatacineatnensuns 114 Do 
BRANTFORD. ............0.0.. SED ‘aseiceuhasietnanithagaleaasiies 50 Do 
OWEN SOUND ................. IIIT cccessbessinlineiiibasibbatnsiiates 63 Do 
S IIE, icsiohdsnnstinnsinetnssende SITES: sonhiaglsedbepelidsingieditionis 61 Do 
WETEEEAIO ccccececcccsessseoes Terrace or Group houses 50 Do 
— 556 
TORONTO 
ee IIIS acnccntinnhiuninagnn 32 Work under way 
# 2 Queen and Doel...... Apartments ..............0.4 72 Do 
— 104 
PETERBOROUGH ........... AEE 128 Do 
SS: SEIS chsssinchtenlinihaisiinsnaitubians 88 Do 
BROCKVILLE .........0..00000 TIN  loccssigtelaphieihtlhinsieaonnii 50 Do 
ET ‘<icbitnsinesinauiiiaiinkeae’ Group or Terrace houses 52 Do 
— 318 
MONTREAL 
4. See Apartments ............csc000 150 Approaching completion 








# 2 Benny Farm............ APATEMONtS ...0ccccccccoscecees 








Work under way 
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No. of Total Status 
Project Type Units 
EERE Saree Apartments ...........sc0000 102 Contract awarded 
“THREE RIVERS .............. SIE cn dhcnttnsidiicuaastihinais 57 Do 
— 698 
SBAINT JOTIN ..cccccvesccesescces I ascihnicccaalchicetbillcaie 106 Approaching completion 
106 
8406 


le.g. Title to the 184 house development under construction at Oxford, Gammage, 
Grosvenor, and Elliot Streets in the City of London, Ontario, vests in Housing 
Enterprises (London A) Ltd.; seven apartment buildings containing forty-three 
suites are being built on the crest of a slope at Central Avenue and Comfort 
Place in the same City, by Housing Enterprises (London B) Ltd. 























ADMINISTRATION OF SALESMEN’S CARS 
H. M .BALLANTYNE AND R. M. ALLEN 


OW do Canadian companies administer their salesmen’s fleets? 

This article analyzes the response of nineteen leading business 
concerns to a questionnaire dealing with this problem. These companies 
represent a wide range of operation with three each from the farm 
machinery and textile fields, two from milling, and the remainder 
from steel, meat-packing, office machinery, candy, oil refining and 
brewing. Although head offices of all of the firms are in Ontario or 
Quebec, most of them operate throughout much of Canada and have 
widely scattered fleets. 


The questionnaire was concerned principally with the following 
phases of the salesmen’s car problem: 


1. Who owns the car, the company or the salesman? 

2. What is the cost to the company of operating its fleet? 

8. What insurance coverage is provided and who pays the 
premium, the company or the salesmen? 


Ownership 

One of the most important questions in fleet operation is who 
should own the cars, company or salesmen? Exhibits (I) and (II) are 
designed to give a statistical analysis of the information compiled from 
the questionnaires regarding car ownership. 


The present survey indicates an uneven division of policy in this 
matter. It shows that twelve fleets are composed exclusively of cars 
owned by the salesmen, while only six are composed exclusively of 
cars owned by the companies operating the fleets. One company 
reported the use of both types of ownership. 


Further analysis of the figures, however, indicates that most of 
the salesmen-ownership is found among the larger fleets. For instance, 
in fleets of seventy-five cars or more, five are exclusively salesmen- 
owned and one company-owned. In those of seventy-four cars or less, 
five are exclusively company-owned to four salesmen-owned. 


Furthermore, the figures indicate that the average number of cars 
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in fleets wholly salesmen-owned is one hundred and three as opposed 
to fifty-four in fleets wholly company-owned. 


Exhibit I 
CAR OWNERSHIP 
No.of Company- Salesmen- 


Company Cars Owned Owned 
UM ‘seddhedaidiasencoess 105 62 43 
nt ee rem inte ao yes 
ay igstucabeudiebineesnie 49 49 oa 
BP) Siete 150 iene 150 
Re ae 200 rte 200 
detec ates. 20 20 ‘ie 
— see 75 iat 75 
IE cadaigiieaneiaassaes 65 ‘in 65 
Bs canienminkeeaaanes ad ais yes 
iT ainiabiatieieaieameninie 350 wre 350 
i. <dauhasaiehainesionce 23 23 ani 
Ri ieisaineisibeien 100 100 ome 
SE tecliiaiabibiibibdiendan wit ies yes 
Se) deesiaidcamesentiths 26 sie 26 
OP wiieandnapasaadbsnies 23 ae 23 
i at 25 an 25 
Ra 58 a: me 
ee 75 isa 75 
Ne 70 70 

1414 882 1032 


Exhibit II 
STATISTICS ON CAR OWNERSHIP 


Number of questionnaires Sent..............ccccccceeeesereees 40 

Number of replieS received..........cccccccccccssscscessssseees 19 

Number of companies from which no statistics 
CO RESTLESS, SR oe 3 


Number of companies with salesmen-owned cars 12 
Number of companies with both company-owned 

ANd SaleSMEN-OWNEM CAPS.........cccereeseeeseeseserereres 1 
Total number of cars in sixteen companies.......... 1414 
Average number of cars in a fleet...............cccceeeeeeees 88 





———— 
~ 








a 


$m 











Administration of Salesmen’s Cars 


Average number of cars in fleets wholly company- 


I ccc initial caiicicnsh cud seciadaababeeuiideedieaianes 54 
Average number of cars in fleets wholly salesmen- 
ME ast ckacpaccasenaticuncacteectaseacsatanesoacansaottneesaeait oniites 108 


It is significant that, in 1937 when Mr. J. G. Lorriman made a 
similar survey,! there seemed to be a tendency toward salesman-owned 
cars—12 salesmen-owned, 8 company-owned, and 7 company and 
salesmen-owned being reported. The present survey indicates an even 
greater swing towards salesmen-owned cars—12 salesmen-owned, 6 
company-owned, 1 company and salesmen-owned. However, this survey 
definitely indicates that companies are abandoning plans which use 
both salesmen and company-owned cars. 


The many problems of ownership can best be judged by the 
different opinions given by the sales managers of the companies 
questioned. There is a great deal of controversy over this question as 
will be seen by the following opinions: 


Company “A’’: operates both company-owned and salesmen owned 
cars—“We are just emerging from a difficult period created by the 
war, and we have adopted a salesmen’s motor car plan quite different 
from our previous operation which involved both company-owned and 
salesmen’s personally-owned cars. We intend in time to convert all 
company-owned cars over to salesmen-owned, which we hope will be 
more suitable to our particular problems.” 


Company “B”: “The majority of our salesmen are paid commis- 
sions on their sales and out of these commissions they purchase their 
own cars.” 


Company “C’’: operates forty-nine company-owned cars—“We are 
assured of the salesmen having good cars in the proper state of 
repair.” 

Company “D”: operates one hundred and fifty cars owned by the 
salesmen—“After years of experience we found that salesmen take 


better care of cars which they own and that the cost of operation 
is less.” 


Company “E”: operates two hundred cars, salesmen-owned— 
“Because, from experience we find it the best policy.” 


Company “F’”’: operates twenty company-owned cars—“Salesmen 
do not like using their own cars because of the wear and tear. Using 


1Salesmen’s Cars—Thesis by J. G. Lorriman, 1937. 
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a company car provides an incentive to hiring and keeping good men, 
gives the firm more prestige and, in the long run, is more economical.” 


Company “G’’: operates seventy-five salesmen-owned cars—“We 
believe our treatment of the salesmen is fairly generous and we have 
practically no trouble in the administration of salesmen’s cars. Prior 
to the war, our salesmen all worked on a flat rate basis of expense. 
Out of this flat rate they paid their own car insurance, license, etc., and 
they could do as they wished with the car as far as usage was con- 
cerned.” 


Company “H’’: operates sixty-five salesmen-owned cars—“We have 


tried both. Experience has proven that the salesmen-owned policy 


is better.” 


Company “J’’: operates three hundred and fifty salesmen-owned 
cars— 


“1. Salesmen look after their cars better if the investment is 
their own. 


“2. Operating costs under this system are low. 
“3. Salesmen prefer to own their own cars.” 


Company “K”: operates twenty-three company-owned cars—“This 
has been the policy of the company for some thirty years and it has 
been found the most economical method of handling automobiles.” 


Company “L’’: operates one hundred company-owned cars—“ Avoids 
friction and keeps salesmen more contented.” 


Company “M”: operates salesmen-owned cars—“‘Years ago we 
purchased cars for certain of our salesmen as an experiment. We pro- 
vided the cars and paid all the bills, but we found it was simply 
impossible to make anything like an accurate check on the use of the 
cars. It was most unsatisfactory, and we decided that the car problem 
in the future would belong to the salesmen, who felt that they needed 
a car to cover their territory. So, we now pay all salesmen using cars 
a commission basis. We have no worries and we do not feel that we 
are acting as policemen. The men are free to use the cars any way 
they wish. We have found this to be the simplest and most efficient 
plan for the salesmen’s car problem. In our case the plan has worked 
out in a very satisfactory manner.” 


Company “N’’: operates twenty-six salesman-owned cars—“A con- 
dition of employment is that a salesman must own a car.” 
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Company “Q’’: operates fifty-eight company-owned cars—‘‘More 
satisfactory—particularly under unfavorable road and weather con- 
ditions where the salesman is inclined to save his own car.2 Cost no 
more in the long run.” 


Company “R’’: operates seventy-five salesmen-owned cars— 


“1. Provides a car which can be used for personal use without 
reporting to company. 


“2. Simplifies records. 
“3. Preferred by most employees.” 


The above quotations emphasize the importance of operating 
conditions in dictating a company’s policy. 

The main arguments put forth for salesmen ownership are: 

(1) The salesmen take better care of their own cars. 

(2) Where the territories are scattered, it is impossible to cen- 
tralize the servicing of the cars. 

(3) The salesmen have unrestricted use of the cars outside of 
business hours. 

(4) Salesmen prefer to use their own cars. 


The main arguments offered for company ownership are: 
(1) There is more control over the operating cost of the car. 


(2) The salesmen will take the cars wherever they are told to go, 
regardless of road conditions. 


Both “sides of the fence” claim that their method is more 
economical. Eleven companies stated that their respective plan was 
in force because it had proven to be more economical; however, they did 
not elaborate on this statement or give the reasons why. Economy can 
be proven only by experience under prevailing circumstances. 


Operating Costs 

The first question that any company asks when it contemplates 
acquiring a fleet of salesmen’s cars is, “How much will it cost per 
mile?” It is almost impossible to explain to novices that this is one of 
the most difficult questions to answer. 


The reason for the difficulty is that so few companies compute 
expenses on a comparable basis, that is, seme companies do not include 
in their car expense items which are included by other organizations. 


2Note—This company deals primarily with the farm trade. 
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One item that causes confusion is the divergence of policies dealing 
with insurance. In a later section of this survey it will be shown that 
companies vary greatly in the type of insurance they carry or require 
salesmen to carry. 


The cost per mile question is obviously important to companies 
with both types of ownership. In the following cost per mile analysis, 
the figures used are exactly as reported by the companies. These 
figures vary from 2.75 cents per mile to 8.18 cents per mile. The 2.75 
cents is, of course, far too low to include all items of expense. The 
8.18 figure, on the other hand, is too high. One company with a high 
figure stated that this was only a wartime cost. The same explanation 
may apply to other companies with a high cost per mile rate. 


The average cost per mile of the nine companies which gave us 
specific figures was 5.29 cents. In order to compare operating costs 
we again refer to Mr. J. G. Lorriman’s survey of 1937.3 The average 
cost that he reported was 4.0707 cents per mile. This indicates that 
the cost of operation has increased 1.2193 cents per mile. The cost 
of operating a fleet of cars in wartime would naturally be higher; 
therefore we will not attempt to draw any definite conclusions from 
these figures. The best way to give the readers a cross-section of the 
figures given by the company answering the questionnaire is by quoting. 
The quotations will be taken only from companies that own their 
own Cars. 


Company “C”: operates forty-nine cars—“Our present cost of 
operating is shown at 8.18 cents per mile. As you can quite readily 
understand this is out of line with normal operations. Our policy in 
normal times is to trade our cars every year and therefore we do 
not run into any large repair bills such as we have been having in the 
last year or two. Our normal operating cost is under four cents per 
mile, so you will see these excessive repair bills run our operating 
cost up to eight cents per mile. Depreciation of $20.00 per month is 
charged against cars in most parts of Canada but we felt prior to the 
war we might have to raise this to $25.00 per month.” 


Company “F’’: operates twenty cars—‘“Cost to operate is approxi- 
mately eight cents per mile. This figure includes gas, oil and upkeep.” 


Company “K’’: operates twenty-three cars—“Approximately three 
cents the first year of operation. All operating expense, repairs, 
depreciation and insurance are included in this cost.” 
3Salesmen’s Cars—Thesis by J. G. Lorriman, 1937, page 15. 
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Company “Q”’: operates fifty-eight cars—“The average cost per 
mile across Canada is seven cents. This includes depreciation, license, 
insurance, repairs, gas, oil, grease, wash and other incidental expense.” 


Company “S”: operates seventy cars—“‘The cost per mile is ap- 
proximately four cents. It includes gas, oil, painting, washing, tire 
replacements, all repairs, depreciation and retirements.” 


In the case of some companies with company-owned cars, who do 
not include depreciation on a cost per mile basis, a flat yearly or 
monthly allowance is allocated to the cost of operation. In such cases 
figures were not made available by the companies. 


When a company pays a salesman a certain amount for the use 
of his car on company business we find that there are a great many 
different ways of remunerating the salesmen. Of the eight companies 
that reported their methods of remuneration we find that only one 
has a flat cost per mile basis of payment, intended to cover all expenses 
(depreciation, etc.). This flat rate allowance was seven cents per 
mile. Two companies paid their salesmen on a flat rate basis. These 
plans varied from a monthly allowance of $125.00 to $200.00, depend- 
ing on territory, to a flat rate $1.00 per day for city use and $2.00 per 
day for provincial use. Another type of plan that was used by two 
companies paid the salesmen in the one case 4.5 cents per mile and a 
monthly depreciation allowance of $25.00, and in the other case 2.75 
cents per mile and $27.50 monthly depreciation allowance. Only one 
company paid the salesmen a flat rate (which was 3.25 cents to 3.75 
cents per mile) and also paid 75% of the cost of depreciation and 
insurance. 


Two companies reported a flat rate method of payment that has 
proven quite sound. These two companies pay the salesmen a flat 
rate that varies in these instances from $40.00 a month to $200.00- 
$300.00 a year. In the first case this rate is intended to cover depreci- 
ation and insurance and, in the second case, only depreciation (the 
company pays the insurance premiums). The salesmen are required 
to report to either the general or branch offices the total expense 
incurred by them in the use of the car. The company reimburses the 
salesmen for this amount. Admittedly there is no definite check, but 
there appears to be more control by the company with this method. 


All of the above methods have their strong points as well as their 
faults. Just as in the case of ownership, no cut and dried plan is 
practical for every company. One reason sometimes given by com- 
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panies for not allowing actual expenses to salesmen where the latter 
own the cars is that the salesmen will use their cars for personal 
driving and will tend to pad the expense account in order to get the 
company to pay a part of their private expense. This argument is 
not particularly valid. Salesmen who will pad expense accounts on 
their own cars will just as likely pad them for company-owned cars. 


In the information gathered for this survey several companies 
give some interesting sidelights on operating costs and methods that 
are worth quoting. The first case, Company “A” has a definite plan 
that seems to cover all the problems of salesmen’s cars. 


Company “A”: “As a condition of employment the salesman must 
either provide his own car fully paid up or financed by himself, or agree 
to purchase with the minimum of company assistance, secured by a 
lien note, a car equivalent in price to a standard Chevrolet, Ford, or 
Plymouth coupe or coach. As the car is intended for business purposes 
nothing more expensive is required. 


“In the case of a young man who is promoted to a sales position 
and who has not the funds required to purchase a new vehicle, the 
company will finance the car for him. He must, however, make an 
original down-payment of not less than $50.00 and more if possible, 
toward the purchase price, and the company will loan the balance 
required. The salesman is required to pay back the amount loaned 
at not less than $10.00 per semi-monthly pay until he has complete 
ownership of the car. Interest is to be eomputed monthly and charged 
on the amount loaned at the rate of 4% per annum. 


“The company will set up a depreciation account in the house 
section of the Branch accounts—receivable ledger for each salesman’s 
car and will credit $4.00 per week, equivalent to $208.00 per annum, 
and will pay interest on this amount at the rate of 4% per annum, 
computed monthly, entry to be made at the end of each fiscal period, as 
a reserve toward the replacement of the car. This reserve cannot 
be drawn on under any circumstances except when required to replace 
the car with a new car in the same category, or when the salesman 
leaves our employ. It is expected that cars will be operated at least 
a minimum of three years, the lifetime of a complete set of tires, or 
approximately 35,000 miles, before any trade-in is necessary. Any 
trade-in or purchase of a new car can be made only with the sanction 
of a Branch Manager, who must be satisfied that the deal is a satisfac- 
tory one for the employer. With proper care the reserve should be 
ample to provide for replacement, but if by reason of neglect or 
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otherwise the depreciation amount is not sufficient to cover the cost 
of replacement, the salesman must make up the difference required. 


“The company will insure each car with our usual insurance 
coverage :— 


(A) Public liability to the limit of $50,000 for one person and 
$100,000 for one accident. 


(B) Property damage—$2,000. 
(C) Fire and Theft—actual cash value at time of loss. 


(D) Collision—$50.00 deductible, and will pay the full cost of 
same, which varies from $44.19 to $102.24 per car, according to the 
insurance experience record in the branch’s territory. Any salesman 
wishing additional coverage will have to pay the extra cost. 


“In addition to the depreciation allowance and insurance premiums, 
the company will pay the salesman for his ordinary running expenses 
an allowance of 314 cents per mile, this sum to he paid weekly, and 
to be a set amount based on the branch manager’s listing of the sales- 
man’s mileage, to be taken from a prepared work sheet. This payment 
is subject to revision at any time deemed necessary by the branch 
manager. It is assured, of course, that the trip will fit in with the 
branch deliveries, and be so arranged that the salesman will work 
points early in the week or at the end of the week, as desired by the 
branch manager. 


“The plan is much more liberal in scope to the salesman than 
any of the other company plans we have examined. To be fair with 
the company, the salesman must record his mileage as accurately as 
possible in order to arrive at the set amount payable for running 
expenses under the plan. 


“In the event of a salesman leaving our employ before the car 
is fully paid for, the salesman would have the option of paying the 
balance due, less the depreciation credit, and discharging the lien note. 
It is definitely part of the agreement that the company ceases to finance 
any car purchased on termination for any reason of the salesman’s 
employment. 


“Cars will be charged to the salesman at the exact cost to the 
company. In event of any fleet rebate or cash discount being granted 
to the company, the amount received will be placed to the credit of 
the car account when received.” 
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Company “D” : “Expense for gas and oil is an item in the traveller’s 
expenses and is covered by a voucher from the supplier. The office 
manager in each branch soon learns what is a reasonable expenditure 


for each man.” 


Company “G’”: “A flat rate of expenses has been worked out over 
a period of years and is by now fairly accurate and generous—no one 
suffers. Our policy eliminates cheating, etc., and our overall allowance 
is generous. We know that our men can operate and maintain their 
cars and keep them in good condition, and they are expected to do so.” 


Company “‘N”: “We pay all car expenses, license, insurance, tire 
and tire repairs, motor and body repairs, gas and oil and washing and 
greasing, upon submission of receipted bills or accounts. Daily mileage 
and speedometer readings must be given on the weekly expense report; 
this is checked by supervisors from time to time.” 


Company “S”: “A monthly report is submitted showing total miles 
travelled daily, gas and oil used, days of operation and days idle and 
Sundays idle. It also shows all expenditures coming within categorical 
authority, which in the case of salesmen is limited to $15.00 for indi- 
vidual expense items. All further expenses must receive prior approval 
of the district manager and divisional officer.” 


Some companies require salesmen to report car expenses by means 
of various form reports that give the expenses by day or by trip. These 
“Expense Reports,” as they are called, allow the companies to keep 
a better control over the salesmen. Their great disadvantage lies with 
the salesmen themselves, who consider it a definite burden and a 
“policeman” type of control by the company. The many different types 
of expense reports emphasize the fact that control of salesmen’s car 
expense is a major factor in the administration of a company’s fleet. 


Insurance Coverage 

Automobile insurance for salesmen’s cars is another of the prob- 
lems faced by sales managers across Canada. Obviously, this problem 
cannot be handled satisfactorily without a thorough consultation with 
reliable authorities. Exhibit III shows the type of coverage insisted 
on by the different companies contacted. 

Another pertinent question, especially where the cars are owned 


by the salesmen, is, who should pay the premium on the insurance? 
This is handled by the various companies as shown in Exhibit IV. 


Exhibit V is a further breakdown of insurance policies. 
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The following pages will deal with the insurance practices of the 
various operators. 


Fourteen of the nineteen companies insisted upon property damage 
being carried by their salesmen. Three companies left it entirely up 
to their salesmen and two companies with salesmen-owned cars insisted 
only on public liability insurance being carried. 


Sixteen companies insist upon public liability insurance being 
carried, while three companies left it entirely to salesmen. Twelve com- 
panies cover for fire and theft, three leave it in the hands of their 
salesmen, and the remainder do not insist on this coverage. 


Only four companies insist that collision insurance be carried, 
with $50.00 or $100.00 deductible clauses. Several companies said that 
they insisted upon “complete coverage”. This is a rather ambiguous 
term and could include collision insurance. However, we felt that 
most companies mean property damage, public liability and fire and 
theft when speaking of “complete coverage’’. 


Two firms carry extra insurance not mentioned above. One com- 
pany carries a policy covering all cars used by their employees whether 
salesmen or workers in the office or plant. In the event of an accident, 
where there might be a possibility of the company being sued, the 
company is fully protected. The other firm carries a miscellaneous 
policy which covers such hazards as tornadoes, riots, falling aircraft, 
and floods, with a maximum payment of $1,000, on each unit. 


It is also interesting to study company policies in regard to who 
pays the premiums. 


Nine of the companies insist on public liability insurance and 
paid the premiums themselves. Five companies require that it be 
carried but that the salesmen pay the premiums. In two cases the cost 
of the insurance that has to be carried is divided between the company 
and the salesmen in the precentage ratio of 75 to 25. The 75% is paid 
by the company in one instance and by the salesmen in the other. 


Of the fourteen companies insisting on property damage insurance, 
nine pay the premiums themselves, while only four have the premiums 
paid by the salesmen. One firm pays 75% of the insurance premuim 
leaving only 25% for the salesmen to pay. 


Two-thirds of the companies or eight companies out of twelve 
look after the premium and three insist that their salesmen look after 
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the premium on fire and theft policies. One firm pays 75% and leaves 
25% for the salesmen to pay. 


Collision insurance is the most expensive of all forms of coverage, 
and, as a result, only four companies insist that it be carried. Three 
companies pay the premium themselves and one company requires that 
the salesmen pay it. However, in this one case the salesmen are reim- 
bursed 100% as that company operates a comprehensive reimburse- 
ment plan. In the two cases where a company insists on extra coverage 
the company pays the premium. 


There were forty-eight separate items of automobile insurance, 
and of these thirty-one are paid by the company and thirteen by the 
salesmen. In the four other cases there is a division of the premium 
in a percentage ratio of 75 to 25. In three cases the company pays 
the 75% and in only one case does the salesmen pay it. 


The insurance problem also divides itself into the old problem of 
car ownership. In every case where the fleet is owned by the company, 
the cars are covered for public liability, property damage and fire and 
theft. In one case the companies also cover cars for collision insurance. 
Proper coverage by insurance is one of the first and most important 
steps in the operation of a fleet of company-owned cars. 


Where the ownership of the car is vested in the salesmen, the 
problem of insurance is more complex. One of the first problems to 
be considered is what coverage should the salesman have? After 
deciding that problem the question arises who is going to pay the 
premiums, the company or the salesmen? Among the twelve companies 
contacted who had salesmen-owned cars the policies differed greatly. 
Three firms left the whole question entirely in the hands of the sales- 
men; three firms had coverage for public liability, property damage 
and fire and theft; two firms had the complete coverage plus collision 
insurance; two had coverage for property damage and public liability 
and two had only public liability insurance. In eight cases the pre- 
miums were paid by the salesmen, in only two cases were they paid 
by the company, and in the two other cases they were divided 75% 
and 25% between the company and the salesmen. 
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Exhibit II 
INSURANCE COVERAGE 





Public Property Fire and Extra 
Company Liability Damage Theft Collision Coverage 
A yes yes yes yes 
B Left to salesmen who are on a commission. 
C yes yes yes yes 
{ D yes yes yes 
E yes yes yes 
F yes yes yes 
G yes yes 
| H yes — se = sin 
I Left to salesmen who are on a commission. 
J yes yes yes 
K yes yes yes 
L yes yes yes ite 
M yes yes a ae yes 
N yes yes yes yes 
O Left to salesmen. 
P yes see os ied 
Q yes yes yes whdn yes 
R yes yes yes yes 
| Ss yes yes yes 


Companies (E, K) carry complete coverage. 


We considered complete coverage as: public liability 
property damage, fire and theft. 


Exhibit IV 
INSURANCE PREMIUMS 

| Paid by Paidby Company- Salesmen- 
| Company Salesmen Company Owned Owned 

A wee yes yes yes 
B yes sie ian yes 
C nae yes yes Goi 
D yes sis as yes 

E yes _ _ yes 

F on yes yes 

G yes 
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H yes 

I yes _ 

J 25% 75% 

K Sins yes 

L yes 

M yes 

N ae yes 

0 yes oes 

r 75% 25 % 

Q ‘iad yes 

R yes a 

Ss yes 

Exhibit V 
INSURANCE POLICIES 
Cases Cases Paid by 
Type Reported Company 
Public Liability... 16 9(56.25 %) 
Property Damage 14 9(64.28%) 
Fire and Theft.... 12 8 (66.66 % 
COMING cesccciacseses 4 8(75%) 
Extra Coverage... 2 2(100%) 
48 81 


yes 
yes 
on yes 
yes 
yes pre 
yes 
yes 
yes 
ies yes 
yes vi 
on yes 
yes 


No. and Percent No. and Percent 





Cases Paid by 
Salesmen 
5 (31.25%) 
4(28.57%) 
3(25%) 
1(25%) 





| 
| 
| 
| 




















BOOK REVIEW SECTION 
FULL PRODUCTION WITHOUT WAR 


HAROLD LOEB 
Princeton, N.J., Princeton University Press, 1946, pp 284, $3.50 


HE disturbing dilemma of modern times, war or peace with 

unemployment, presents a challenge to all thinking people. The 
author of this book analyses the causes of and suggests a solution to 
the problem. This solution, he hopes, will result in a set of conditions 
in a given country whereby “each of its citizens enjoys the freedom to 
be and to become whatever within his capacity he desires” (p. x). In 
other words, he proposes a scheme which will operate within the 
framework of so-called capitalistic countries. 


Mr. Loeb proceeds to show that during a given time period 
economic society produces a flow of goods and services (available 
supply) which is taken off the market by purchasing power released 
in the process of production (effective demand). But experience 
demonstrates that all too frequently effective demand released in the 
productive process commands a supply less than that which feasibly 
could be produced. “The difficulty does not lie in the release of demand 
less than the value which is produced, but in the release of demand 
less than the value of supply which could be produced.” (p. xii.) 
Despite the failure of market machinery to ensure economic stability 
in the sense of maintaining full production, the author is careful to 
point out that the price system fosters ficiency and acts as a barometer 
of consumers’ desires. This dual role is called the parametric function 
of price. It should be preserved to the greatest possible extent. Con- 
sequently, economic planners can ill afford to disregard the price 
mechanism. 


Full production, though desirable, is not an end in itself. Mr. 
Loeb clearly demonstrates that consumers’ satisfaction would not 
necessarily be maximized if everyone capable of working had a job. 
There is an optimum ratio between consumer goods and capital goods. 
An extensive public works program or an optimistic attitude on the 
189 
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part of business enterprises might result in the construction of too 
many capital goods (excess capital). On the other hand, society might 
allow its supply of producer’s goods to deteriorate in favour of present, 
but ill advised, production of consumer commodities. The term 
“capacity production” (as distinct from full production) is reserved 
to describe a condition where at full employment the optimum ratio 
between consumer and capital goods is attained and perpetuated. Ob- 
viously capacity production is the goal to be sought. 


The author draws the familiar distinction between price (or pure) 
competition and monopolistic competition. He shows how, in the first 
case, each producer, having no control over price, operates at his most 
efficient scale and is subject to increasing cost; whereas, in the second 
instance, excess capacity tends to be a permanent and normal charac- 
teristic of producing units. As a result of excess capacity, leading to 
decreasing costs with expansion of output, an increase in over-all 
production (as contrasted with an expansion of operations in a single 
plant) usually permits higher profits and wages. This suggests that 
firms producing under conditions of monopolistic competition might 
operate at optimum capacity if all of them simultaneously could be 
persuaded to expand. This would involve an adjustment of over-all 
supply and over-all demand. How is this adjustment to be effected? 
The correct answer to this question is fundamental to the solution of 
the unemployment problem. 


An advance in efficiency makes available increments of additional 
wealth with a given number of labour input hours. This increase in 
efficency is persistent, amounting to between 114 and 3% a year. Loeb 
shows how a release of the resulting wealth increment necessitates a 
readjustment in over-all supply and demand. In view of an efficiency 
advance the economy might react in any one of four ways (or combina- 
tions thereof). (1) The wealth increment could be released by lower 
prices. This would occur under conditions of price (pure) competition. 
(2) The scale of production might be reduced. Such a result is to be 
expected where conditions of monopoly or monopolistic competition 
prevail. (3) The increment might be released by an increase in wages 
provided the higher wage rates would not be confined to the industry 
in which the efficiency advance occurred. (4) Release of the wealth 
increment might result from the creation and distribution of new 
money. This takes place under conditions of monopolistic competition 
when firms expand in anticipation of profits or where the government 
deems it necessary to spend new funds for public works and similar 
projects. Since monopolistic competition dominates the modern 
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economy, the author concentrates his attention on the second and 
fourth adjustments. A restriction of output, unless counteracted by 
other influences, tends to precipitate a cumulative downsurge in demand 
and production. On the other hand, if the increment were released 
by an injection of new money (leading to profit expectancy, or if issued 
in quantity greater than that required to release the increment) will 
initiate a cumulative upsurge of business activity, resulting in excess 
capial formation. Thus the business cycle is a concomitant of monopo- 
listic competition. 


One of the most interesting and significant points in the book is 
the distinction between full and capacity production to which reference 
has been made in this review. The latter can be achieved only under 
conditions of full employment accompanied by a proper balance between 
producers’ and consumers’ goods. The author’s solution to the problem 
is a combination of measures involving: (1) the spending of new 
money on public works, etc., when business activity tends to slow down. 
(Adjustment 1.) This is to secure full employment. (2) The taxing 
of profits and incomes as a means of ensuring the optimum amount of 
capital formation. (Adjustment 2—tax rates can be varied to encourage 
or discourage capital accumulation without interfering directly with 
the parametric function of price.) (3) The raising of wages in the 
lower brackets, thus the propensity to consume would be increased 
and the wealth increment more equitably distributed. It is pointed out 
that all three measures were utilized in the United States in recent 
years. But they have not been co-ordinated properly for the purpose 
of achieving full employment. 


While the scheme proposed by Mr. Loeb is interesting from a 
theoretical standpoint, in the reviewers’ opinion, it presents certain 
difficulties. In the first place there is the question of a time lag 
involved with reference to the effect of public works expenditures and 
tax rate adjustments. Again the proposal to raise wages in the lower 
groups (often where pure competition prevails) would tend to cause 
additional unemployment, thus further swelling the ranks of workers 
who must be absorbed by means of public works projects. Further- 
more the plan, so far as it relates to full employment, could operate 
successfuly only in a closed economy. It might be feasible in the 
United States, but would be inapplicable to a country with an exposed 
economy (e.g. Canada). The author admits that controls would have 
to be instituted as regards foreign trade. In this connection it is rather 
startling to observe that he assumes as valid the economically unsound 
“standard of living” or “high wages” argument for tariff protection. 
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(Pp. 197-198.) It might be noted also that an excess of exports over 
imports (which in the case of the United States means foreign lending) 
is not favored, particularly as a means of enhancing employment at 
home. The scheme as a whole tends to foster nationalism. This is 
unfortunate at a time when every encouragement should be given to 
the improving of international relationships.. Placing, or failing to 
remove, impediments to foreign trade and finance is scarcely designated 
to promote harmony among nations regardless of how successful our 
internal policy may appear to be. In other words, Mr. Loeb’s pro- 
posal might succeed in bringing about domestic full production, but 
(in the long-run) it would not be full production without war. 


The penetrating analysis and thought-provoking arguments set 
forth in this stimulating volume are elaborated and supported by 
means of appropriate mathematical equations, diagrams, and statistical 
tables. These are relegated usually to Appendices. Extensive (perhaps 
too extensive) use is made of footnotes. Mr. Loeb has made a valuable 
contribution to the ever growing list of works on the timely subject 


of full employment. 
M. K. INMAN 


University of Western Ontario. 
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CONTEMPORARY FOREIGN GOVERNMENTS 


HERMAN BEUKEMA, WILLIAM M. GEER AND ASSOCIATES 
Department of Economics, Government, and History, United States 
Military Academy. Reinhart & Company, Inc., N. Y., 1946. 
Pp. xxi — 362. $3.50. 


HIS publication is a text-book on contemporary foreign govern- 

ments especially designed for classes in the United States Military 
Academy at West Point. It covers the governments of Great Britain, 
France, Italy, Japan, Germany, and the Soviet Union. The text is 
well balanced. The method of approach is historical, descriptive, and 
analytical, setting forth in bold outline the fundamental features of 
each government and its concomitant role in the arena of world politics. 
The volume is packed with surprisingly large amounts of well-organized, 
systematized, and well-digested factual material. As a political treatise 
the book bears the ear-marks of mature scholarship, academic detach- 
ment and scientific objectivity. 


The narcissism of nazified Germany and its political paranoia are 
treated with keen analytical insight. The post-mortem on Italy con- 
stitutes a model of political anatomy, while that on Japan is equally 
meritorious, constituting, as it were, a contribution to a systemastic 
epitomy of historico-political and cultural roots of the Nipponese 
nationalism, militarism, and power politics. The political psychology 
prevailing in the British over-seas Dominions, and the international 
political role of the British Commonwealth are treated with sympathetic 
insight and understanding. The analysis of the Soviet set-up is thorough 
and in conformity with extant official sources of information. It lacks, 
however, the proper illumination of the fundamental causes which have 
engendered in the minds of the Soviets a sullen suspicion and distrust 
of Western democracies. 


The final section of the book is entitled “Toward World Security.” 
This chapter reveals the metamorphosis of American mentality, a 
radical change from isolationism and national security to international 
co-operation and global security. 
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The book should serve as a splendid text for classes in international 
political problems, and as a valuable source of information for study 
and discussion groups. There is an extensive and well-classified 
bibliography and index. 

C. J. BITTNER 

University of Western Ontario. 











| 
| 
| 














THE QUARTERLY REVIEW or COMMERCE 











SOMERVILLE LIMITED 


London - Toronto - Montreal - Brantford - Windsor 


TS 








Packaging, Games and Toys, 
Lithographing and Printing, 
Point-of-Sale Displays. 


A COMPLETE PACKAGING SERVICE 






































Nw mal 


Supersilk Hosiery Mills 


| “Makers of Canada’s Finest 
Hosiery Creations” 


|| 





London Canada 























THE QUARTERLY REVIEW or COMMERCE 














MEMBERS OF THE FACULTY, ALUMNI 
AND STUDENTS 
Are cordially invited to make this Century-Old 


Institution their Banking Home. 
THE BANK OF NOVA SCOTIA 


Established 1832 





























Prompt, Courteous Service . . . 


macists, characterize our 


6 


DEPENDABLE 
DRUG STORES 


irncros 
the Chemists 


Experts in Kodak Photography 


combined with efficient supervision by Graduate Phar- 





























ee 


THE QUARTERLY REVIEW or COMMERCE 








PROFESSIONAL DIRECTORY 





J. A. NELLES & SON 


Insurance Brokers 


Royal Bank Bldg. Richmond St. 
Metcalf 343 
LONDON 

E. H. NELLES H. A. SMITH 





JEFFERY & JEFFERY 
Barristers, Solicitors, Etc. 


7 MARKET LANE 
London - Canada 





MOORE - SMYTH - WILLIS 
Limited 


GENERAL INSURANCE 


260 Dundas St. Met. 5664 





VICTOR JACKSON 
GENERAL INSURANCE 


476 Richmond Street 


MET. 3066 LONDON 





G. M. GUNN & SON 


P. A. DuMoulin R. A. Fisher 


GENERAL INSURANCE 


4 & 5 Alma Block, 361% Richmond S&t. 
LONDON 


ONTARIO 








Carrothers & McMillan 
Successors to 
Macpherson, Perrin & Carrothers 
Barristers, Solicitors. Etc. 

C. C. Carrothers, B.A., LL.B., K.C. 

J. F. McMillan, B.A. 


BANK OF TORONTO BUILDING 
404 TALBOT ST. LONDON, CANADA 





Business Forms and Books 
Ruled and Printed to Your Order 


THE CHAS. CHAPMAN CO. 
88 York St. Metcalf 370 





THE LITTLE STUDIO 
of 


WALTER DIXON 


Graduate Portraits 





JACK TILLMANN, M.A. 


INSURANCE OF EVERY KIND WITH 


“SERVICE” 
78 Dundas St. Office - Met. 1677 
London, Ont. Res. - Met. 2025 





ELMO W. CURTIS 
INSURANCE 
371 Richmond Street 


Metcalf 1134-W London 





“TOMORROW'S STYLES 
TODAY” 


ANDERSON & NEILL 


MEN’S WEAR 


1$2 Dundas Street (Next to Loew’s Theatre) 











THE QUARTERLY REVIEW or COMMERCE 





PROFESSIONAL DIRECTORY 





THE BASIS OF INSURANCE IS 
SECURITY 


Before Renewing or Placing Insurance 


See the Agent for 


The Home Insurance Company 


Dundas Building London, Ontario 


WM. C. BENSON & CO. 


Chartered Accountants 


267 Dundas St. 206 Douglas Bldg. 
LONDON, ONT. WINDSOR, ONT. 
Phone Met. 3480 Phone 3,0820 


86 Bloor St. West 
TORONTO, ONT. 
Kingsdale 6332 


HAY STATIONERY CO. 
LIMITED 


Complete Office Outfitters 
331 Richmond Street 


LONDON — 
Phone Met. 5600 








ONTARIO 


Compliments of 
Carling Insurance Agency 


General Insurance Brokers 


Bank of Montreal Chambers 


1 Market Place Metcalf 2322 








Campbell, Lawless, Parker 
& Black 


Chartered Accountants 


TORONTO LONDON 


6 Adelaide St. Huron & Erie Building 





* 


London 


CANADIAN GOVERNMENT, MUNICIPAL 
AND CORPORATION BONDS 
Orders Executed on All Exchanges 


Isard, Robertson & Co., Ltd. 


* 


Ontario 











NEON SIGNS ... 














LONDON 








THE ‘C.E.MARLEY mite 


Outdoor Advertising 





WINDSOR 


















































oon 














Dealers in 
GOVERNMENT, MUNICIPAL 


and 
CORPORATION BONDS 
[IDLAND SECURITIES 


LIMITED 


LONDON TORONTO 























Compliments of 


McCormick’s Limited 


Manufacturers of 


FINE BISCUITS AND CANDIES 
e5te 


LONDON 


























UNIVERSITY OF WESTERN ONTARIO 


London, Canada 


FACULTIES 


Faculty of Arts Faculty of Medicine 
Faculty of Public Health 


AFFILIATED COLLEGES 





Huron College Waterloo College 
Assumption College Alma College (Junior College) 
Ursuline College St. Peter’s Seminary 

Western Ontario Conservatory of Music 





The University, founded in 1878, has been co-educational since 
its inception. It has three Faculties—Arts and Science, Medicine, 
and Public Health. There are eight affiliated colleges. Four of 
them give a complete four-year course leading to an Arts degree. 
One (Alma) is a Junior College offering the first two years’ work 
only. Two offer music (Western Ontario Conservatory and Music 
Teachers’ College) and one is theological only (Huron). 


The postwar urge for higher education has increased the total 
registration of the University in the last decade from 2,283 
(1936-37) to 4,001 (1946-47), about 1,400 of the latter being 
veterans of World War II. This expansion demands a correspond- 
ing expansion in buildings, equipment, and staff; hence the current 
drives in all divisions of the University, the constituent colleges 


and affiliated colleges alike. 


These drives must not be allowed to fail if the University is 
to meet the general educational demands of the area which is its 
primary function to serve. 
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